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1 – INTRODUCTION

1.1
Administrative Procedures – the Guide

This guide sets out the responsibilities of all employers under the Local Government Pension Scheme (LGPS) as administered by the Avon Pension Fund and explains the various procedures, which should be followed for the duration of an employee’s membership.

The internal administrative procedures followed by employers vary enormously. It is therefore impossible to produce a guide that reflects these procedural differences.

Wherever possible, the Fund recommends that LGPS forms are raised by departments responsible for obtaining member data, and passed to various appropriate departments within their organisation for completion. This ensures that all necessary information is collated and forwarded to the Pensions Section promptly.

The guide contains a complete set of current forms. Only use current forms. Old forms may not request data required by the current pension regulations.

The Pensions Section holds details of all users issued with a guide on a database, so that whenever a form or a procedure is changed, revised pages will be automatically issued to Pension Communication Officers.

1.2      The Local Government Pension Scheme

The Local Government Pension Scheme is a public service pension scheme for local government employees in England and Wales.  Its rules are set out in the Local Government Pension Scheme Regulations 1997 (the 1997 Regulations) which came into effect on 1 April 1998.  

It is administered by County Councils, London Boroughs, lead metropolitan district councils, unitary authorities in England and Wales, the London Pensions Fund Authority and the Environment Agency.  These bodies are called Administering Authorities. Bath & North East Somerset Council is the Administering Authority for the Avon Pension Fund. To be able to join the LGPS an employee must work for a Scheme Employer or an employer that has been admitted to the LGPS. 



This Guide should not be treated as an authoritative interpretation of the law. Throughout the guide references are made in bold to the relevant regulation of The Local Government Pension Scheme Regulations 1997, (as amended). A list of all the Pension Regulations is shown in Appendix 10.

There are separate pension schemes for Firefighters, Police and Teachers (including Lecturers). However, the civilian staff of Fire Brigade Authorities, Police Authorities are eligible to be members of the Local Government Pension Scheme. 

1.3
Scheme Employers
A Scheme employer is a body defined as such within the 1997 Regulations. Such employers must participate in the LGPS and their staff are admitted to the Scheme unless they opt-out (See Appendix 3). 

1.4      Resolution Body

Some employers are designated as resolution bodies - ie they have the power to decide if an employee or group of employees can belong to the LGPS and pass a resolution accordingly eg Parish and Town Councils, a company under the control of a body listed in Schedule 2 of the LGPS Regulations (see Schedule 3). 

1.5
Employers admitted to the LGPS

Provided they meet certain conditions, certain employers can also participate by means of an admission agreement negotiated with Bath & North East Somerset Council, as the administering authority for the Avon Pension Fund. These employers are admitted bodies. The admission agreement can designate which employees are able to join the LGPS.

Following an amendment to the Regulations private contractors who will be providing a service under best value can decide that the employees covered by the best value arrangement can remain in the Pension Scheme. This is subject to an admission agreement between the Avon Pension Fund, the employer and the service provider. 

2 - JOINING THE PENSION SCHEME

2.1 
Pension Starter Pack

This Pack has been designed to advise an employee of his/her rights as regards choice of pension scheme and the right to opt out of the Local Government Pension Scheme. It includes the following:

· A letter to the employee

· Pension Membership Form – Form LGPS 1
· Opting out Form – Form LGPS 4
· Death Grant Nomination Form – Form LGPS 19
· Pension Scheme Guide

If the Pack is issued (as requested) then the requirements of the Local Government Pension Scheme and the Occupational Pension Schemes (Disclosure of Information) Regulations 1996 are satisfied. The disclosure regulations require the employee to be given information about the Scheme within 2 months of becoming a member.

2.2
Joining the LGPS – New Employees  

All new permanent or temporary employees less than 75 years of age, will automatically become members of the LGPS from the first day of their employment unless notice is given to opt out of the LGPS by the completion of Form LGPS 4. Employees who have the right to join another public service pension are not eligible to join the LGPS this includes firefighters, retained firefighters, teachers and lecturers.


An employer must issue the Pension Starter Pack supplied by the Avon Pension Fund, ideally with the letter of appointment, but in any event within one week of the date the employee commences employment.


In the following cases, employees may not be entitled to become members of the LGPS immediately on appointment: 

(i) Employees aged 65 or more

An employee who is over the age of 65 years on appointment is not eligible to join the LGPS. 

(ii) Casual Employees

Casual employees have to elect to join the LGPS. If such an employee wishes to join the LGPS please issue the employee with a Pension Starter Pack. If the Pension Membership Form (Form LGPS 1) is not completed before they commence employment the date of entry to the LGPS will be the beginning of the pay period following the date of completion of this form. eg if the employee is monthly paid the date of entry will be the 1st of the month following the date of completion of Form LGPS 1. Casual is not defined in the Regulations but could be taken to mean employment of an irregular nature circumstanced by chance and with a day-to-day element about it.

(iii)
Employees of admitted bodies

Membership will depend upon the terms of the admission agreement with the administering authority (for instance certain categories of employee may be excluded). If the employee is eligible he/she must be given the Starter Pack and contributions must be taken from the date of appointment.

(iv)
Employees of resolution bodies

The employer must decide whether an employee can join the LGPS according to the resolution it has passed. If the employer decides that the employee can join, the Starter Pack must be given to that employee and contributions taken from the date of appointment.

2.3
Employees who have more than one contract - Regulation 12(4)

If an employee has more than one contract with the same or different employers the regulations require that each contract is treated and recorded separately. When the contracts are with the same employer they are often combined and paid under the same payroll number but it is vital for pension purposes that membership is recorded separately for each employment and the Pensions Section informed accordingly.

If a member leaves one of the jobs, the employer must inform the Pensions Section which contract the employee has left and provide the Pensions Section with all the relevant information necessary to process the termination.

2.4
Re-joining the LGPS after Opting-out – Regulation 7(9)

These employees may choose to join the LGPS. If a request is received to join the LGPS please issue the Pension Starter Pack to the employee. The date of entry to the LGPS will be the beginning of the pay period following the date of completion of the Pension Membership Form. Eg if the employee is monthly paid the date of entry will be the 1st of the month following the date of completion of Form LGPS 1.

Employees are not eligible to join the LGPS if they have been members of the LGPS and subsequently opted out on 2 separate occasions during one continuous period of employment with the same employer (unless it is the policy of the employer to allow such employees to rejoin). Regulation 7(9)(a).
2.5 
Members Contribution Rates (Regulations 12, 14 & 16)

New members will pay 6% of their pensionable pay.

Before 1 April 1998 staff employed as manual workers paid 5%. Under the 1997 Regulations a standardised contribution rate of 6% was introduced but the right of those employees who could pay 5% has been protected.  This protection applies whilst they remain employed in the same capacity and covers changes of employer where the gap is less than one month and one day (a period which can be extended at the discretion of their employer). This applies to an employee who is currently not in the LGPS and now wishes to join.

Former employees paying 5% who have been transferred out of local government employment due to a service being outsourced and whose employment has now returned to local government are also protected. However, to keep the right to the 5% rate they have to apply to their employer within 30 days of returning to local government employment. This does not apply to an employee who chooses to return to local government employment.    

If an employee who is entitled to pay 5% changes jobs where the new duties can be defined as wholly or mainly administrative, professional, technical or clerical, he/she must pay 6% from the date of the change.


Where an employee opts to pay additional voluntary contributions or added years contributions the Pensions Section will notify the employer in writing of either the additional amount of pension contributions or the additional percentage to collect and the dates the additional contributions are to be collected.

Members’ contributions are limited in total to 15% of pensionable pay and are subject to tax relief.

2.6
Incorrectly deducted pension contributions – Regulation 89(5)

The regulations require that interest should be paid on any refund of incorrectly deducted pension contributions (including added years contributions) paid back to the employee where the refund is made more than 1 month after the contributions were deducted. 

Where the employer refunds incorrectly deducted pension contributions to an employee via the payroll this will have the effect, correctly, of reducing that month’s total payment of contributions to the Pension Fund.

If the refund is made more than one month after the contributions were originally (incorrectly) deducted from the employee’s pay, please notify the Pensions Section of:

a)
the name and national insurance number of the employee

b)
a monthly breakdown of the employee’s incorrectly deducted contributions

c)
the date the refund of the incorrectly deducted contributions was made. It is possible that the refund will be made by the Pensions Section.

The Pensions Section will then calculate and pay out of the Pension Fund any interest that is due on the refund to the employee.

This regulation includes additional voluntary contributions which have been incorrectly deducted.
2.7
Pensionable Pay – Regulation 13 

An employee’s pay is all the salary, wages, fees and other payments paid to an employee for his own use in respect of his employment and any other payment or benefit specified in his contract of employment as being a pensionable emolument. 

The expression does not include:


(a) payments for non-contractual overtime,

(b) any travelling or subsistence allowance or any other allowance paid to an employee in respect of expenses incurred in relation to the employment,


(c) any payment made to him on ceasing to hold his employment in consideration of loss of holidays,

(d) any payment accepted by him in lieu of notice to terminate his contract of employment,

(e)  the money value to the employee of the provision of a motor vehicle (unless, prior to 1st January 1993, the employee was paying contributions on the value of a motor vehicle, in which case the employee will continue to pay contributions on the  value of the motor vehicle for so long as a car is provided by his employer and he does not enter employment with a new employer),

(f) any payment made to an employee as an inducement not to terminate his employment before the payment is made.

Notes: Pension contributions are only paid on the “pensionable pay” in respect of an employee’s “contractual hours”. If the employee is a casual employee who has opted into the LGPS pension contributions are payable on all hours worked up to the normal full-time hours (e.g. 37 or 39 per week).

“Contractual hours” are the number of hours the employee is required to work in each of the “contractual weeks”; but where there is any cyclical variation in those hours the contractual hours are the average of those hours over the cycle.

“Contractual weeks” are the number of weeks in every period of 12 months for which (assuming that there will be no unpaid leave of absence) a wage or salary is payable to the employee.

2.8
Pension Scheme Earnings Cap

The Finance Act 1989 placed a cap on the level of earnings from which contributions into personal or occupational pension schemes attract tax relief and for the calculation of benefits. This cap was originally set at £60,000 but is usually increased in line with retail prices.  The cap for the tax year 2003 / 2004 is £99,000 per annum. The cap applies to any employee joining the Local Government Pension Scheme on or after 1 June 1989 for the first time. It can also apply to a new employee who joined the Scheme before 1 June 1989 and who has since incurred a break, which is not covered by the “continuity conditions”, specified in Schedule 4 of the Pension Regulations.

2.9
Pension Membership Form – Form LGPS 1

The Pension Membership Form must be returned to the employer with a copy of the employee's birth certificate.  The Form must then be forwarded to the Pensions Section indicating whether or not the date of birth has been verified. If the date of birth is not verified at this time, payment of any future benefits or transfer values will be delayed whilst verification is sought. 

Form LGPS 2 must be completed in all cases of new members and sent to the Pensions Section whether or not the member has completed Form LGPS 1. 

3 - INCREASING BENEFITS

 3.1
Buying Extra Membership (Added years) - Regulations 55 - 57

An employee unable to qualify for a pension based on 40 years may be able to purchase extra membership by paying additional contributions. Additional contributions are paid in the same way as basic contributions. The sooner an employee starts paying the lower the cost. Contributions can only commence on the employee’s next birthday subject to a medical certificate as required by the Fund for which the employee meets the cost.

3.2
Additional Voluntary Contributions (AVCs) - Regulations 60 - 66

Employees can pay AVCs to increase benefits and/or death benefits. Contributions are made via the employer’s payroll thereby obtaining immediate tax relief.

The in-house provider for the Fund is currently Friends Provident with whom the AVCs are invested directly. Employees can invest in various options. Any employee who is interested should write to the Pensions Section requesting further information.

3.3
Shared Cost Additional Voluntary Contributions (SCAVC) - Regulations

67 - 72

This section is only applicable to those employers whose policy decision on discretions includes an SCAVC Scheme. (See Section 14.1)
If a SCAVC Scheme has been introduced, contributions are required from the employee and the employer but the contributions from the employee do not have to match those of the employer. The contributions can be used to provide:​

•
enhanced death benefit lump sum

•
an additional pension on retirement

3.4
Converting AVCs into LGPS membership or an Annuity from the LGPS

Members who are 50 or over, or any age if retiring on ill health grounds can convert AVC I SCAVCs into LGPS membership providing the AVC contributions commenced before 13 November 2001. Any converted membership only provides an extra pension not lump sum. Members who are retiring with immediate benefits can buy an annuity through the LGPS instead of the Pension Fund’s AVC provider. 

As soon as the procedure for retiring someone paying AVCs is started the employee must be given the Into Retirement Guide. If the member chooses to convert their AVCs to LGPS membership or an Annuity the Pensions Section will request that future AVC deductions are cancelled. This allows for the conversion to LGPS membership to be completed prior to retirement.

4 - CHANGES DURING EMPLOYMENT

4.1
Changes to an employee’s data which the employer must notify to the Pensions Section – Regulation 108
The following changes must be notified to the Pensions Section using the Notification of Change Form, LGPS Form 3.
(i)
change of name and or address

(ii)
amendment to date of birth

(iii) amendment to National Insurance number

(iv) change of contractual hours, contractual weeks, or whole time equivalent hours

(v) change of status from manual worker to officer

When notifying the above variations to the Pensions Section on LGPS Form 3, the surname, forenames, National Insurance number and employer fields must be completed in all cases for ease of identification.

4.2
Employees who suffer a reduction in pensionable pay or whose rate of increase in pensionable pay is restricted - Regulation 23

Where a pensionable employee has:

(a) suffered a reduction in the pensionable pay of his/her employment, either in the same post or on transfer to another post, or 

(b) his/her rate of increase in pensionable pay is restricted, and

(c) the reduction/restriction has resulted from circumstances beyond his/her control.  

The employee can ask his/her employer to issue a “Certificate of Protection of Pension Benefits”.  Employers may also issue the certificate on their own initiative.  

A certificate cannot be issued if the reduction in the employee’s pensionable pay is temporary, or is the termination of, or a reduction in, a temporary increase in the rate of pay.

The certificate must specify the date that the material change occurred and must be issued within 12 months of that date.  

The issue of such a certificate will provide effective protection of the final pay, used in the calculation of an employee’s benefits, provided that the person ceases local government employment or changes job within local government employment within 10 years of the change in circumstances.  Beyond 10 years, however, no protection is provided.

Where an employer has issued a certificate, the employee can elect to have his/her benefits based upon the final pay earned in:

(i) any one of the last five years prior to his/her cessation of employment, or

(ii) the final pay over any three consecutive years within the thirteen years prior to his/her cessation of employment.

The one year or three year average must end with the anniversary of the date employment ceased.

The protection to the employee is only apparent when his/her benefits, are calculated based upon the final pay he/she has chosen and increased by cumulative pension increases.

Form LGPS 5 has been provided for the use of employers. The Form incorporates the certification element and informs the employee of the options available for the calculation of his/her benefits. The employer must keep a copy of Form LGPS 5 and send the form to the Pensions Section using Specimen Letter B. 

An employer is required by the Regulations to record the information that may be required in the calculation of benefits. Therefore, immediately the Certificate has been issued an employer must be able to provide, a record from which it could calculate, at any given time, the employee’s final pay over any one year or three year period within the 13 years ending at that given time.

The issue of a certificate is not seen to be beneficial to an employee who will not qualify for benefits within the next 10 years. The employee may, however, retire on the grounds of permanent ill-health or die in which case benefits will be paid or leave local government employment within the 10 year “life” of the certificate and become entitled to preserved benefits.  

If, however, a reduction/freeze in pensionable pay occurs considerably more than 10 years before it is anticipated that the employee will qualify for benefits, the alternative of an award of preserved benefits based upon the higher level of pay in respect of service up to the change, and separate benefits based on a lower level of final pay in respect of service after the change, will need to be considered.

If a full-time or part-time employee reduces their contractual hours but their reduced pay is still related to the same full-time salary/scalepoint a certificate cannot be issued. This is due to the way the benefits for a part-time employee are calculated. In these cases the service is apportioned according to the part-time ratio and the full-time equivalent final pay is used in the benefit calculation.

4.3
Voluntary Reductions in Pay — Regulation 32(10)

If an employee with benefit entitlement, i.e. more than 2 years membership or with transferred membership, has recently transferred to a job with the same employer which pays a lower rate of pay, it may be advantageous for him/her to keep membership separate.

Keeping membership separate allows the earlier period to be calculated at the higher rate of final pay applicable at the time and to be increased by cumulative pension increase.
In these circumstances, members should be referred to the Pensions Section for further details. On retirement, the Pensions Section will automatically check whether it is in the member’s best interest to keep membership separate and, if not, automatically combine it.

4.4
Absence from duty - Approved leave of absence and suspension from duty – Regulations 17 and 18

A pensionable employee who is granted study leave, special leave, or is suspended from duty, with either reduced remuneration or without remuneration is covered by these Regulations.

Period less than 31 days

If a member is absent or received reduced remuneration for less than 31 days, that member MUST pay pension contributions on the remuneration he/she would have received but for the absence/reduced remuneration.

Period in excess of 30 days

If the absence or reduced remuneration is paid for more than 30 days the member may elect, by notice in writing to the employer, to pay contributions for the remainder of the period of his/her leave of absence/reduced remuneration, up to a total period of 36 months.  If the employee elects to pay contributions the service will count in full as a normal period of membership.

If contributions are not paid for the period of no pay the period after the first 30 days will not count in any way. If the period is a period of reduced pay and the additional contributions are not paid the period after the first 30 days will be apportioned.

An employee must notify his/her employer not later than 30 days after his return to duty after the period of absence if he/she wishes to pay contributions for the period of absence beyond the first 30 days.  

Employers may, however, wish to inform an employee of his/her right to pay contributions at the earliest possible date. A letter (Specimen Letter C) has been produced for this purpose together with Form LGPS 6.

Notifying the Pensions Section

If an employee is granted leave of absence which does not extend beyond 30 days it is not necessary to notify the Pensions Section.  Similarly, if the employee elects to pay contributions beyond 30 days, no notification need be sent.  If, however, the employee does not elect to pay the contributions beyond the 30 day period a copy of the notification issued to the employee (Specimen Letter D) must be sent to the Pensions Section.  A letter (Specimen Letter E) has been designed to accompany the copy notification.

4.5
Jury Service – Regulation 17

Payment of pension contributions is obligatory for the whole of the period of absence and not just for the first 30 days only.  Employers must ensure that deductions are made on the rate of remuneration that the employee would have received but for the deduction that is made in respect of the Juror’s Allowances, which the employee will have claimed.

The Pensions Section does not need to be informed of any period of jury service, as there will be no break in the employee’s period of membership of the LGPS.

4.6
Maternity / Paternity /Adoption Leave
Paternity and Adoption Leave Regulations 2002 [SI 2002/2788] 

Maternity and Parental Leave (Amendment) Regulations 2002 [SI 2002/2789]

As a result of the above regulations, there have been changes to the maternity leave provisions and the introduction of paternity and adoption leave.

These regulations have implications for the Local Government Pension Scheme and the following now applies.

1. During any period of ordinary maternity / adoption leave [i.e. during weeks 1 to 26] or, statutory paternity leave the employee will pay basic pension contributions on the pay actually received. Any Contractual Maternity Pay entitlement will be deemed paid in weeks 7 to 18, regardless of the actual period paid over.  If an employee is not in receipt of pay during the period, the basic contributions are deemed paid.

The employer will pay pension contributions on notional full pay.


The service will count as normal for pension purposes i.e. as if the employee had been at work. 

2. During any period of unpaid Additional Maternity Leave or Additional Adoption Leave (i.e. weeks 27 to 52) the unpaid period will not count for pension purposes unless the employee elects for it to count. Such an election would have to be made within the period of 30 days beginning with the day the person returns to work or ceases employment (if earlier), or such longer period as the employer may allow. If the employee makes an election to count the service for pension purposes, the basic employee contributions for the unpaid period will be based on the pay he/she was entitled to receive on the day before the unpaid period began 

If, when a member ceases employment, there is a period of maternity, paternity or adoption leave in the final pay period (normally the last 12 months), the final pay to be notified to the Avon Pension Fund will be the pay or if part time the equivalent fulltime pay the person would have received but for the maternity, paternity or adoption leave absence.

3. If a person is paying additional pension contributions to purchase added years of membership under the Scheme those additional contributions should continue to be paid throughout the whole period of any maternity, adoption or paternity leave as if the employee was still in receipt of full pay.

4. Maternity, Paternity and Adoption Leave: Reference Table is shown on Page 16

[Source: Local Government Pension Committee – Circular 133, March 2003]

Maternity, Paternity and Adoption Leave: Reference Table

	Type of leave
	How service counts under the LGPS
	Member pays pension contributions on
	Employer pays pension contributions on

	Ordinary Maternity Leave

(weeks 1 to 26)
	Counts in full as if the employee had been at work
	Actual CMP and / or SMP, if any, received (including any CMP paid as a lump sum on return to work). Deemed paid if no pay entitlement
	Notional full pay

	Unpaid Additional Maternity Leave (weeks 27 to 52)

· Employee opts to pay contributions to cover unpaid period

· Employee does not opt to pay contributions to cover unpaid period
	Counts in full as if the employee had been at work

Does not count


	Notional pay based on

a) the rate of CMP and / or SMP the employee was entitled to receive on last day of paid maternity leave (treating the CMP as if it had been paid during the weeks she was entitled to receive it, not over any longer period over which it may have been spread), or

b) if the employee was not entitled to any maternity pay (due to her length of service), the employee’s full rate of pay prior to going on maternity leave

Not applicable – no contributions are due
	Notional full pay

Not applicable – no contributions are due

	Ordinary Adoption Leave 

(weeks 1 to 26)
	Counts in full as if the employee had been at work
	Actual adoption pay received, if any
	Notional full pay

	Unpaid Additional Adoption Leave (weeks 27 to 52)

· Employee opts to pay contributions to cover unpaid period

· Employee does not opt to pay contributions to cover unpaid period
	Counts in full as if the employee had been at work

Does not count


	Notional pay based on the rate of adoption pay the employee was entitled to receive on last day of paid adoption leave

Not applicable – no contributions are due
	Notional full pay

Not applicable – no contributions are due

	Statutory Paternity Leave
	Counts in full as if the employee had been at work
	Actual pay received, if any
	Notional full pay


Note: If a person is paying additional pension contributions to purchase added years of membership under the Scheme those additional contributions should continue to be paid throughout the whole period of any maternity, adoption or paternity leave as if the employee was still in receipt of full pay. 
The member (or the personal representative in the unfortunate event of her death) may opt in writing to her employer:

· within 30 days of returning to work, or

· within 30 days of leaving if she does not return to work, or

· such longer period as her employer may allow

to make contributions for the period of unpaid Additional Maternity/Additional Adoption Leave. 

Employers may, however, wish to inform an employee of the right to pay contributions at the earliest possible date. A letter (Specimen Letter F) has been produced for this purpose together with Form LGPS 7.

Notifying the Pensions Section

If the employee decides to pay the contributions for the period of unpaid leave it is not necessary to notify the Pensions Section.  If, however, the employee does not elect to pay the contributions a copy of the notification issued to the employee (Specimen Letter D) must be sent to the Pensions Section.  A letter (Specimen Letter E) has been designed to accompany the copy notification.

Employees who do not return to their job following a period of absence due to maternity/adoption


If an employee initially preserves her right to return to work but does not ultimately return to work, one of the following situations will apply:

1.  The employee has paid contributions during the period of paid maternity leave but has not elected to pay for any further period, or  

2.  The employee has paid contributions during the period of paid maternity leave and has elected to continue paying contributions until she decides not to return and resigns.

In situation 1, the employee ceases to count service for pension purposes after the period of paid maternity leave but she remains a LGPS member up to the date she resigned or is dismissed.  

In situation 2, the employee continues to count reckonable service to the date to which she has paid contributions. She remains a pensionable employee up to the date she resigned or is dismissed.

4.7
Unauthorised Absence

Any absence, other than that referred to in Section 4.8, which is not sanctioned by an employer and which would therefore be unpaid does not count as service in any way for pension purposes. If, therefore, an employee absents himself/herself from work it is necessary for the employer to issue a notification to the employee. A letter (Specimen Letter G) has been produced for this purpose. A copy of that notification must be sent to the Pensions Section.  A letter (Specimen Letter H) has been designed to accompany the copy of the employee’s notification.

4.8
Absence due to a trade dispute for one or more complete days – Regulations 17 & 18

This absence is initially treated in the same way as any other unauthorised absence, ie the service does not count in any way for pension purposes.  There is, however, a provision in the Regulations, which enables an employee to elect to make a payment to the Pension Fund in respect of a period of absence from duty because of industrial action.

This payment is the equivalent of 16% of the pay that the employee would have received but for the absence.  If this payment is made, the period of absence will count as pensionable service.


The Regulations actually refer to a “trade dispute” and do not mention such phrases as industrial action or strike action.  It will be for employers to determine whether or not the absence of any employees falls within the definition of a trade dispute which is set out in section 218 of the Trade Union and Labour Relations (Consolidation) Act 1992.


If an employee wishes to make a payment to prevent a break in his/her pensionable service, he/she must elect to do so within 30 days of the date he/she returned to work (or ceased employment if earlier), although the employer may extend this time limit.


The payment is based upon the remuneration the employee would have received but for the absence.  The regulations do not prescribe how the 16% payment is to be made and it is open to the employer either to require payment in one sum or to accept payment by instalments. 

(a) Notification to the employee


A letter (Specimen Letter I) has been produced to assist employers.  The letter encloses a form (Form LGPS 8) upon which the employee can indicate his/her wishes.  If the election period of 30 days has elapsed, and the employee has not elected to make the payment, the employer must issue a notification to the employee.  A letter (Specimen Letter J) has been produced for this purpose.

(b) Notification to the Pensions Section


If an employee elects to make the payment it will be treated as contributions to the fund, and should be included in the monthly contribution return.  There will be no need to inform the Pensions Section that the payment has been made, as there will be no break in the employee’s pensionable service.


If however, an employee does not make the payment, a copy of the notification issued to the employee (Specimen Letter J) must be sent to the Pensions Section.  

(c)
Absence on strike for less than a day


Where the absence lasts for less than a day, contributions will be payable on the remuneration received for the remainder of the day, which will automatically be treated as pensionable service.  Employers are not therefore required to issue any notification to the employee or to the Pensions Section.

4.9 Employees Paying Additional Contributions

Employees who are paying additional contributions to uprate pre-1st April 1972 service for lump sum purposes or who are buying “added years” must pay those additional contributions for the whole period of the absence. These payments must be based upon the pensionable pay the employee would have received but for the absence.

4.10 Employers’ Contributions
(a) Maternity/Adoption Leave

The relevant legislation requires the employer to pay contributions on the notional full pay that would have been paid to the employee if she had not been on maternity/adoption leave. A possible alternative way of complying with this requirement could be to collect employer contributions on the actual (not notional) pay received and leave the additional cost to eventually be met via the employer's contribution rate at the next valuation of the Fund. 

This may be a simpler method from a payroll perspective. Such an approach would meet the spirit of the law, although not the letter of the law. Under either method, the employer pays the necessary employer contributions to meet the cost of the scheme membership accruing to the employee.


(b)
Leave of Absence
If an employee elects to pay contributions for a reduced / unpaid period of leave of absence the employer should pay his contributions for the period on the notional full pay that would have been paid to the employee if he / she had not been on leave of absence. As in 4.10 (a) above the employer could collect contributions on the pay received and leave the additional cost to eventually be met via the employer's contribution rate at the next valuation of the Fund. 

(c)
Strike

















This is the only absence where the employer does not have to pay his share of the contributions.

5 - OPTING-OUT 

Action to be taken when an existing employee wishes to opt out of the LGPS: 

If an employee decides to opt out he/she must complete Form LGPS 4.

A. the option is made within 3 months of joining the LGPS

a) If the employee opts out within 3 months of joining the LGPS, the employer must cease deduction of pension contributions from the commencement of the next pay period.  Contracted-in National Insurance contributions should then commence;


The pension contributions paid by the employee must be refunded through the administering authority, unless contributions were deducted in error where they can be refunded via the payroll, and National Insurance contributions and tax adjusted accordingly.  It will be necessary to liaise with the Contributions Agency where a National Insurance adjustment stretches into two tax years; 

b) The employer must notify the Pensions Section using Form LGPS 15 that the employee has opted out of the LGPS and has had a refund of contributions made to him/her through the payroll. A copy of the employee's option to cease membership of the LGPS (Form LGPS 4) should be stapled to Form LGPS 15 when it is sent to the Pensions Section;

B. the option is made more than 3 months after joining the LGPS

a) If the employee opts out more than 3 months after joining the LGPS the employer must cease deduction of pension contributions from:

(i)
the start of the new pay period, or

(ii)
a later date that the employee may specify.

b) The employer must then notify the Pensions Section that the employee has opted out of the LGPS using Form LGPS 15 to which should be attached the employee's option to cease membership of the LGPS (Form LGPS 4) and completed Form LGPS 16.

It is important that employers retain a copy of the employee's option to cease Membership of the LGPS (Form LGPS 4) until such time as the employee ceases employment.  This is for two reasons:

a) an employee who opts out of the LGPS, rejoins and again opts out during one continuous period of employment will not be allowed to rejoin the LGPS whilst he/she remains in the employment of the same employer, unless it is the employer's policy to allow such employees to rejoin, and

b) as documentary evidence against the employee who several months or even years later claims he/she did not opt out of the LGPS.

If an employee who has opted out of the LGPS and has deferred benefits subsequently dies in service or is dismissed on the grounds of permanent ill health, or redundancy / efficiency and is over the age of fifty please contact the Pensions Section for advice.

6 – CEASING EMPLOYMENT 

6.1
Resignations 

The employer must complete Forms LGPS 15 & 16 in all cases and then send all forms to the Pensions Section. If these forms are not completed and sent to the Pensions Section there will be a delay in notifying the employee of his/her pension rights.

6.2
Date of Leaving

 As far as the Pension Scheme is concerned the employee’s leaving date is:

(a) the date the employee is paid to, or

(b) if the employee leaves during a period of no pay as follows:

(i) unpaid leave of absence, if the employee has decided to pay contributions or contributions are due because the unpaid leave is less than 30 days the leaving date is the date to which the employee is paid.

If the employee has decided not to pay contributions for the period of unpaid leave (the period in excess of 30 days) the leaving date is the day that contributions were last paid. 

This is because a period of unpaid leave for which no contributions are paid does not count as a period of membership in the Pension Scheme, or

(ii)
unpaid maternity/adoption leave, if the employee leaves during the Ordinary Maternity/Adoption Leave period the date of leaving is the date to which the employee is paid. 


If the employee leaves during the Additional Maternity/Adoption Leave period the date of leaving is the date on which contributions were last paid if the employee has decided to pay contributions or the date of the end of week 26 of the period of Ordinary Maternity/Adoption Leave.

(iii)
unpaid sick leave, if the employee leaves during a period of no pay due to the period of sick pay having finished the leaving date is the date the employee leaves the employment of the employer. 


Please see Section 12 for guidance on calculating the final pay for an employee who leaves employment in the circumstances in 6.2(i), (ii) and (iii) above. 

6.3
Employee with less than 3 month’s membership and with no transfer value into the Fund

In this case, the employee is entitled to the following choices:

(a) a refund based on the contributions that the employee alone has paid, LESS

· The amount saved by paying a lower rate of Nl contributions through being contracted-out of the State Second Pension Scheme (S2P) if full rate contributions are normally paid and the employee is reinstated into S2P as though they had never been contracted-out for the period concerned, and

· Tax at 20% of the balance

(b) a transfer to another pension scheme, or

(c)
to leave their contributions in the Avon Pension Fund for a maximum of 1 year

When a refund is not paid within 12 months of the date the member ceases employment, interest is payable on the net amount.

A refund cannot be made if an employee re-enters the LGPS within 1 month and 1 day.

It is also possible to combine concurrent employments. If a member has more than one employment in local government and leaves one of them with less than 3 month’s membership, they have the option of combining the membership accrued in the job they are leaving with their continuing membership.

6.4 Employee who is less than 60 year’s of age with more than 3 month’s membership or less than 3 month’s membership but has transferred in pension rights from another pension scheme

In this case, the employee is entitled to deferred benefits in the Avon Pension Fund. However, the employee also has the right to a transfer to another pension scheme.

If the employee does not take a transfer to another pension scheme he / she retains the deferred benefits and has the following rights:

(a) to take a transfer to another pension scheme, or

(b) request the early release of the deferred benefits under Regulation 31 (See below)

Regulation 31

Under this regulation a member who leaves a local government employment before the age of 50 and has three or more months’ membership in the LGPS, or has less than three month’s membership but has transferred pension rights into the LGPS from another scheme may elect to receive immediate payment of his/her pension benefits once he/she has reached the age of 50 or over. 

An employee aged 50 or over who leaves employment may also seek the immediate payment of his/her pension benefits. In either case, if the employee is aged under 60 when the election is made, the consent of his/her former employer is required. Once the employee has reached the age of 60, the payment of the pension benefits becomes an entitlement and does not need the consent of the former employer.

Each employer must have a policy in place to consider any requests for the early payment of pension benefits where the employee or ex-employee is aged between 50 and 60.

If the person has not attained Normal Retirement Date at the time the benefits become payable and the sum of:

· the member's age in whole years on the date his/her local government employment ends or the date he/she elects, if later, and

· his/her total membership, plus 

· in a case where he/she elects after his/her employment ends, the period beginning with the end of that employment and ending with the day prior to the date he/she elects,

is less than 85, (the so-called 'Rule of 85') the retirement pension and lump sum must be reduced by the amounts shown as appropriate in guidance issued by the Government Actuary (see Section 9).

The employer may determine on compassionate grounds that the reduction under the ‘Rule of 85’ should not apply. Employers may wish to consider the criteria to apply in such cases in order for there to be a consistent approach.

A member who has left an employment with an entitlement to deferred pension benefits may elect to have immediate payment of the benefits because of permanent ill-health. The election is made to the former employer. If such an election is received the benefits can be released subject to a medical examination to determine that the ex-employee is permanently incapable of discharging efficiently the duties of the former employment because of infirmity of mind or body. The ‘Rule of 85’ does not apply in these cases. Please arrange for Form LGPS 18 to be completed in these cases. No payment will be made without this form

An employee’s Normal Retirement Date is-

a) if the person has been in the LGPS since before 1 April 1998

· age 60 if the person has 25 years membership (or would have had 25 years membership if he/she had remained in the LGPS to age 60),

· the date between age 60 and age 65 when 25 years membership is achieved (or would have been achieved if he/she had remained in the LGPS), or

· age 65 in any other case

b) if the person joined the LGPS on or after 1 April 1998

· age 65 in all cases

6.5
Dismissals

(i)
Recovery of monetary obligation or financial loss – Regulations 113 to 115
The Scheme rules allow an employer to recover a monetary obligation from an employee’s pension benefits when:

· employment has been terminated as a consequence of a criminal, negligent or fraudulent act or omission by the employee in connection with his employment; and

· the ex-employee has incurred a monetary obligation to his former employer as a consequence of his actions. 
To trigger the process the employer must give the member or former member at least three months’ warning of its intention to recover and a statement showing the calculation of the amount to be recovered and the effect it will have on the pension benefits.  The administering authority with the actuary to the Pension Fund will be able to assist in this calculation.

If the calculation is disputed no recovery action can take place until the matter has been referred to a court or arbitrator to decide.

In cases where no monetary obligation is incurred but there is a financial loss as a result of an offence involving fraud or grave misconduct in connection with the employment the employer may apply to the administering authority for reimbursement.

(ii)
Forfeiture certificates – Regulation 111,112 &114
In exceptional cases where employment is terminated as a result of an employee being convicted of an offence so serious that it: 

· was gravely injurious to the State, or

· would lead to a serious loss of confidence in the public service

the employer may apply to the Secretary of State for a certificate to the effect that the member’s rights under the Scheme are forfeited.  

An application must be made within three months from the date of conviction and a copy sent to both the convicted person and the administering authority. 

(iii)
Other dismissals

If an employee is dismissed or resigns due to some other circumstances involving misconduct, e.g. bad timekeeping, persistent absence, poor quality work, or an offence entirely unconnected with his work for his employer, (this list is not exhaustive), then the provisions mentioned above will NOT apply.

6.6 Best Value Transfers 

Private contractors of out-sourced services can apply to be admitted Avon Pension Fund in order that the former employees can remain members of the Pension Scheme.

This legislation was introduced in January 2000 for local authorities and was amended in November 2001 to include Further and Higher Education Corporations. Another amendment was made in March 2002 to include admitted bodies providing that the Office of the Deputy Prime Minister has given approval for the admitted body to be treated as a best value authority.

The Local Government Pensions Committee of the Employers’ Organisation has issued Guidance for both employers and the Pension Fund.

Part of the process involves the actuary to the Pension Fund. The actuary is responsible for calculating the employer’s contribution rate and the amount of indemnity that will apply to the private contractor. The details that the Pensions Section requires in order to prepare the data required by the actuary is listed below. The actuary normally expects to report within four weeks of the receipt of clean and complete data.

For each employee in the Local Government Pension Scheme, the following information is required from the employer. If an employee has multiple contracts then the data required must be shown separately for each contract.

· Name and NI number 

· Date of birth

· Current rate of employee’s contribution

· Pensionable pay (Pensionable pay for part timers must be the whole time equivalent)

· Proportion of whole time hours worked (for part-timers)


In addition, the following information is required

· Commencement date of best value contract

· Length of the contract

7- RETIREMENTS

7.1      Retirements – General

Please see Section 6.2 for advice on leaving dates as far as the Pension Scheme is concerned. A retirement is when an employee leaves your employment with an entitlement to immediate payment of benefits if he/she is either, 

(i)
retiring at age 65 (see Section 7.2), or 

(ii)
aged 60 or more having completed 3 month’s membership or has less than 3 month’s membership but has brought in a transfer from another pension scheme (see Section 7.2), or 

(iii)
is dismissed on the grounds of permanent ill-health having completed 3 month’s membership or has less than 3 month’s membership but has brought in a transfer from another pension scheme. Age is irrelevant (see Section 7.4), or

(iv)
retiring over the age of 65 – late retirement (see Section 7.5)

(v) aged 50 or more having completed 3 month’s membership or has less than 3 month’s membership but has brought in a transfer from another pension scheme and is dismissed on grounds of redundancy or efficiency of service, (see Section 7.3), or

(vi) 
is dismissed on the grounds of permanent ill-health and has completed less than 3 month’s membership with no transfer of benefits.(see Section 7.4)

7.2
Retiring at age 65, aged 60 or more having completed 3 month’s membership or has less than 3 month’s membership but has brought in a transfer from another pension scheme

Please ask the employee to complete Form LGPS 20 and return it to you. Complete Forms LGPS 15 & 16 and send them with Form LGPS 20 to the Pensions Section.

If an employee decides to retire at the age of 60 or between the ages of 60 and 65, and does not satisfy the ‘Rule of 85’ (see Section 9) he/she will be given the opportunity of either choosing reduced benefits, payable immediately, or leaving payment until a later date but not later than age 65.

7.3 Redundancy/Efficiency Retirement - Benefits Payable from the LGPS – Regulation 21

Immediate benefits will be paid to an employee aged 50 years or over and who has 3 or more month’s membership, or has less than 3 month’s membership but has transferred rights from another pension scheme. Providing the employer certifies that cessation of employment is on the grounds of redundancy or in the interests of the efficient exercise of the employer's functions, the “Rule of 85” does not apply to these cases.

Other employees with less than 3 months membership will be entitled to receive a refund of contributions with interest or a transfer to another approved pension scheme. 

Please complete Forms LGPS 15, 16 & 26. Request the employee to complete and return Form LGPS 20 to you.

If you are giving the employee added years please ask the employee to complete and return Form LGPS 25 to you.

All completed forms must then be sent to the Pensions Section.

An employee leaving on redundancy or efficiency grounds who is under age 50 and has 3 or more month’s membership, or less than 3 month’s membership but has transferred rights from another pension scheme. Is entitled to deferred benefits or a transfer to another pension arrangement (see Section 6.4)

The Regulations do not define "interests of the efficient exercise of the employer's functions" thus giving employers maximum discretion when considering either individual employees or groups of employees.

7.4
Ill-Health Retirement – Regulations 27 & 28


(a) A member who has less than 3 month’s membership in the LGPS and who has not transferred pension rights from another scheme into the LGPS is entitled to a refund of pension contributions less the statutory deductions. If the member wishes to transfer the accrued pension rights from the LGPS to another scheme a refund cannot be made.

[Paragraph on Ill  health grants no longer applicable with effect from 1 April 2004]

Please complete Forms LGPS 15 & 16 and send them to the Pensions Section together with Form LGPS 17.

(b) A member whose total membership is two years or more, or who has transferred pension rights from another scheme into the LGPS, and leaves employment by reason of being permanently incapable of discharging efficiently the duties of that employment or any available comparable employment with the employer because of ill health or infirmity of mind or body, is entitled to an immediate pension and lump sum.

Please complete Forms LGPS 15 & 16 and ask the employee to complete and return Form LGPS 20 when retirement occurs. All forms are to be sent the Pensions Section together with Form LGPS 17.

No ill-health retirement will be processed without Form LGPS 17.



When, at the date of retirement, the administering authority is satisfied that the member has a life expectancy of less than 1 year, the ill health pension in excess of the member’s Guaranteed Minimum Pension may be commuted for a lump sum of 5 times the amount of pension given up.

The Local Government Pension Scheme (Amendment No. 2) Regulations 2001 [SI 2001/3401] introduced a requirement that, as from 1 April 2002, the approved independent medical practitioner who signs a certificate of permanent ill health or permanent infirmity of mind or body must be in a position to certify that:

a) he / she has not previously advised, or given an opinion on, or otherwise been involved in the particular case for which the certificate has been requested, and

b) he / she is not acting, and has not at any time acted, as the representative of the scheme member, the scheme employer or any other party in relation to the same case.

The implication is that the approved medical practitioner must be able to give an objective opinion based solely on the relevant medical evidence and free from any influence. 

This builds on the existing requirement that the employer must obtain a certificate from an independent registered medical practitioner who is qualified in occupational health medicine and who is approved by the Pension Fund administering authority. 

The certificate must give the approved medical practitioner’s opinion as to whether the person is permanently incapable of discharging efficiently the duties of the relevant employment or any other comparable employment with the employer because of ill health or infirmity of mind or body. 

The words highlighted in bold are expanded upon below:

Qualified in occupational health medicine - regulation 97 lists the qualifications that allow a medical adviser to be described as “qualified in occupational health medicine”. These are that the adviser –

· holds a diploma in occupational medicine (D Occ Med) or 

· holds an equivalent qualification issued by a competent authority in an EEA State (which has the meaning given by the European Specialist Medical Qualifications Order 1995) or 

· is an Associate, a Member or a Fellow of the Faculty of Occupational Medicine or an equivalent institution of an EEA State.

Approved - the Avon Pension Fund is responsible for deciding whether or not to approve the medical practitioners that employers in the Fund nominate to provide medical opinions for the purposes of the pension scheme. The key criteria for approval are that nominated practitioners have one or more of the specified qualifications, and that there is ‘independence’ from the employer. It is not be possible for the Fund to investigate whether the medical practitioner can make the statements regarding whether they have previously been involved in the case or have acted as the representative of the member or the employer.  Therefore employers need to consider these points carefully when referring an employee for an opinion. 

Permanently incapable - this is defined in regulation 27 as meaning “incapable until, at the earliest, the member’s 65th birthday”. Although not explicitly stated, it appears from appeal determinations to have been the intention of those drafting this regulation that a “balance of probability” test should be applied in assessing permanent incapacity. In other words, the test appears to be “Is it more likely than not that this person will be incapable of performing efficiently the duties of the relevant employment until age 65?”

Discharging efficiently - this is not defined in the regulations. Subject to any relevant judicial or quasi-judicial interpretations of its meaning, it needs to be given its commonly understood meaning. The approved medical practitioner has to certify whether the member is permanently incapable of discharging efficiently the duties of the relevant employment (or any other comparable employment). In practice, it is for employers to first define what constitutes an acceptable standard of performance.

Comparable employment - this is defined in regulation 27.  In order to be a comparable employment – 

· the alternative job’s contractual pay, hours, location, holiday entitlement, sickness and injury entitlement and other material terms must not differ substantially from the normal job, and

· the contractual provisions as to capacity in the alternative job must be either the same as in the normal job or differ “only to the extent that is reasonable given the nature of the member’s ill-health or infirmity of mind or body”

It is for the employer to identify any available job that may be suitable and obtain a medical opinion to identify what changes to a person’s normal duties would be sufficient to allow a person to perform the job. Irrespective of whether a job is deemed to be comparable, or whether its capacity requirements are identical to those of the normal job or different, approved medical practitioners giving medical opinions for the purposes of the Scheme will need to consider whether any incapacity that affects the normal job would also affect the identified alternative job and assess whether incapacity for either job (or both jobs) is likely to be permanent.

To be regarded as comparable, a job must be with the same employer. The DTLR, now the ODPM, have advised that the job must be an actual available job, although this is not explicitly stated in regulation 27. So, for the purposes of regulation 27, no account need be taken of whether a person can do any job available at another employer or any job not currently available with the present employer. 

Ill health or infirmity of mind or body - this is not defined in the regulations. Subject to any relevant judicial or quasi-judicial interpretations of its meaning, it needs to be given its commonly understood meaning.

[Source: Local Government Pension Committee – Circular 113, March 2002]

Where the member’s total membership of the LGPS is five years or more (excluding any added years purchased by the member), the pension and lump sum is calculated by reference to enhanced service, rather than the member’s actual service. A member’s enhanced membership period for ill-health retirement is:

Total membership
Total membership after enhancement awarded


5 but less than 10 years

Membership is doubled



10 but less than 13 1/3rd years
Membership is increased to 20 years

13 1/3rd but less than 33 1/3rd years
Membership is increased by 6 2/3rd years


33 1/3rd but less than 40 years
Membership is increased to 40 years

Over 40 years
 
Actual membership only


However, the enhanced membership must not exceed the total membership that he/she would have had had he/she continued as an active member of the LGPS until he/she was 65.


For part-time employees the period of extra membership granted is scaled down in proportion to the whole time equivalent. Where an employee’s membership consists of a mixture of whole time and part time employment, the period of extra membership is adjusted. This is to reflect the employee’s historic work pattern unless the employee has at least 13 1/3rd years of whole time membership in which case no adjustment is made.

7.5
Late Retirements

If an employer decides that an employee can remain in employment beyond the age of 65 the benefits due to the employee at date of leaving are different according to the employees start date in the Pension Scheme as follows:

(a) if the employee first joined the Pension Scheme before 1 April 1998 the employee can remain in the Scheme and accrue additional membership subject to the maximum membership of 45 years. In this case inform the Pensions Section of the continuing employment. Please complete Forms LGPS 15 & 16 and ask the employee to complete Form LGPS 20 when retirement occurs. All forms to be sent the Pensions Section.

(b)
if the employee first joined the Pension Scheme after 31 March 1998 the employee must leave the Scheme although he/she may remain in employment beyond the age of 65. Benefits are calculated at the age of sixty-five and held until the employee finally retires and then paid at a higher level to compensate for the late payment. Please complete Forms LGPS 15 & 16 and send them to the Pensions Section as if the employee was retiring at the age of 65.

7.6
Estimates of Benefits

Where employees who are considering retirement require an estimate of the benefits they will receive, or where such an estimate is required in connection with a possible ill health retirement or redundancy / efficiency, this will be supplied on request from the employer.  Please complete Form LGPS 22 and forward it to the Pensions Section.  A reply will be sent direct to the employee at their home address or in a sealed envelope to the employer as requested.

Care must be taken when advising the Pensions Section of the final pay that is to be used in the calculation of the estimate. 

There has been a case with the Pensions Ombudsman where a local authority calculated an employee’s final pay for an estimate and when the employee accepted the offer of early retirement the final pay calculation was less. The Ombudsman ruled that the employer had to calculate a lump sum compensation payment based on the difference in the benefits offered in the estimate and the benefits actually paid. 

8 - OPTIONS FOR MEMBERS RETIRING

8.1
Converting Lump Sum to Pension – Regulation 58

The LGPS now allows members the facility to convert part or the entire retirement grant to pension. The option is available to any member who is retiring with immediate benefits. The amount a member can convert is subject to Inland Revenue maxima and converted amounts must be in round hundred pounds. The Into Retirement Guide gives details and must therefore be issued to every member with immediate benefit entitlement 3 months prior to retirement or as soon as possible.

The option also applies to deferred members when their benefits are brought into payment.

Any additional pension generated becomes part of the member’s pension and attracts annual pension increases and also increases any contingent spouse’s and children’s pensions.

A member can make an election up to 3 months before retirement.

8.2
Converting Pension to Lump Sum - Regulation 59

The option to convert pension into a bigger retirement grant is restricted to Class C Members. A class C member is a person who joined the LGPS prior to 17 March 1987 and has had continuous membership ever since. This option is available to those eligible members entitled to receive immediate benefits including eligible deferred members when their benefits are brought into payment. The Inland Revenue rules limit the amount of lump sum that can be provided.

Any additional lump sum generated does not affect any contingent spouse’s and children’s pensions.

A member can make an election up to 3 months before retirement.

8.3
Surrender of Retirement Pension to provide higher benefits to a spouse or dependant - Regulation 33

An employee may apply to the Fund to surrender part of his/her retirement pension so that a surviving spouse or dependant (the beneficiary) can receive the equivalent value on the member’s death.

The surrender arrangements apply to: -

•
members retiring with immediate benefits

•
deferred benefits brought into payment

The Fund must be satisfied that the member is in good health. The member is required to provide a certificate of good health for which the member may incur a charge.

There is a limit on the amount of pension that can be surrendered:

•
It must not reduce the pension awarded to less than the pension secured to the beneficiary

•
It must not exceed one third of the pension awarded.

If the surrender is allowed it is effective from the date benefits become payable. The pension secured to the beneficiary is payable for life and is index-linked. The option does not take effect if the beneficiary or member dies before benefits become payable or if the beneficiary dies before the member.

The notice of intention to surrender must be given no earlier than 1 month before or 1 month after the date of retirement.

Details of these three options are included in the Into Retirement Guide. It is therefore important that a copy of this Guide is given to every member leaving employment with immediate benefit entitlement three months prior to retirement or as soon as possible otherwise.

9 - RULE OF 85

9.1 The following table shows the percentage reduction that is applicable for each “year early” from 1 year to 15 years.  Separate factors are shown for the reduction in pension for men, the reduction in pension for women, and the reduction in lump sum retirement grant.  The factors should be interpolated for part years, when the number of “years early” is not an exact whole number.

	Years
	Pension Reduction (%)
	Lump Sum Reduction


	Early
	Males
	Females
	All Employees %

	  0
	 0
	  0
	  0

	  1
	 8
	  7
	  2

	  2
	15
	13
	  5

	  3
	22
	18
	  7

	  4
	28
	23
	  9

	  5
	33
	27
	11

	  6
	37
	31
	14

	  7
	40
	35
	18

	  8
	43
	39
	21

	  9
	46
	42
	24

	10
	48
	45
	26

	11
	50
	47
	28

	12
	52
	49
	30

	13
	54
	51
	32

	14
	56
	53
	34

	15
	58
	55
	36


Notes:


(1)
The number of “years early” is the period between the dates (a) and (b) below, where:

(a)
is the date from which the employee has elected to receive his/her retirement benefits immediately, and


(b)
is the date on which the employee attains age 65 or (if earlier) the date on which the employee satisfies the “Rule of 85”.


(2)
The employee satisfies the “Rule of 85” if his/her age (in whole years) plus his/her total membership (in whole years), plus the period (if any) between termination of employment and the date he/she elects, equals 85.

(3) Where the number of “years early” is not exact, reduction factors should be interpolated for part years.

Two simple examples are described to illustrate the application of the factors.

Example 1: Female employee, whose membership commenced at the exact age of 45, serves continuously until exact age of 58, and then elects for early payment of her retirement benefits.  

(a) the employer’s consent would be required as age is below 60.

(b) the earliest age at which unreduced benefits would be applicable is age 65 as the “Rule of 85” cannot be satisfied before the age of 65. The period of years between the date of election and the date of entitlement to unreduced benefits is 7 years (the difference between age 65 and age 58).

(c) taking the factors in the table, the accrued pension benefit would be reduced by 35%, resulting in pension payment of 65% of the accrued pension. The lump sum retirement grant would be reduced by 18%, resulting in a payment of 82% of the accrued retirement grant.

Example 2: Male employee becomes an employee at the exact age of 27 serves continuously until age 56, which is the earliest age at which he would satisfy the “Rule of 85” requirement.  (The “Rule of 85” is satisfied because the employee’s age of 56, plus his total membership of 29 years, is equal to 85.)  

(a) if the employer were to give his consent to the immediate payment of benefits from age 56, then there would be no reduction in accrued benefits payable, because the employee satisfies the rule of 85. 

(b) if the employer does not give consent to the payment of immediate benefits at age 56, then the earliest age at which unreduced benefits could be payable would be on attainment of age 60.

(c) if the same employee were to apply for immediate early payment of benefits from age 54, and the employer gave his consent, the period of years between the date of election and the date of entitlement to unreduced benefits would be two years. This being the difference between age 56 and age 54. The pension would then be reduced by 15% and the lump sum retirement grant reduced by 5%.

9.2 Abolition of Rule of 85
Any new starters from 1st October 2006 onwards will not be able to retire before age 65 with full benefits.

All existing members on 30th September 2006 will have service up to 31st March 2008 protected. 

Any members, who reaches age 60 before 1 April 2016, will also have their rights on satisfying the rule of 85 protected.

10 - COST OF EARLY RETIREMENT

System for Recovering Early Retirement Costs

10.1
Principal Elements of the System

The principal elements of the system are as follows:-

I. a maximum 5 year payback period for all early retirements which are at the discretion of the employer (this includes early retirements under Regulation 31);

II. the cost of ill-health retirements will continue to be recovered over a period of 15 years through the employer’s contribution rate. However, any employing body whose ill-health retirements exceed the number estimated by the actuary will have its contribution rate re-assessed, resulting in a possible increase during the three years to which the actuarial certificate relates; 

III. the early release of pension on compassionate grounds will be treated in the same way as ill-health retirements.  However, the incidence of early release on compassionate grounds will be monitored and the policy reviewed as necessary; 

10.2
Cost Estimates

The Pensions Section will provide estimates of the cost of all proposed early retirements when an estimate of the employee’s benefits is requested using Form LGPS 22 (“Request for Estimate of Pension Benefits”). The information will be supplied in a standard format (see Appendix 7, which includes hypothetical figures). 

The Avon Pension Fund will recover none of the costs shown under the heading ‘Additional Cost Calculation – CAY’ under the new system except the lump sum and where an employing body has elected to grant added years through augmentation (Regulations 52). Where an employing body grants added years under the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000, the costs shown will constitute management information only.

The costs that will be recovered by the Avon Pension Fund under the new system are those shown under the heading ‘Net Capital Cost’ (also known as the  “Strain on the Fund”).  These are the costs that result from a pension being paid earlier than LGPS rules would normally allow.

10.3
Cost Recovery

The rechargeable costs of an early retirement will be those calculated from details supplied on Form LGPS 15. An invoice will then be sent to the employing body to recover those costs as a single, upfront payment which must be paid within one month of the date of the invoice, unless the employing body has indicated that the cost is to be spread, with interest, over a period of years. In the latter case, the period must not exceed 5 years. Where the amount is payable by instalments, each instalment must be paid by the date shown on the invoice.


Where the amount to be recovered by the Avon Pension Fund is £1000 or less, this will be payable in a single, upfront payment.  

10.4
Augmentation

As indicated earlier, the costs shown under the heading ‘Additional Cost Calculation – CAY’ are for information only unless an employer resolves to augment a member’s pensionable service within the LGPS (Regulations 52).

Prior to the Local Government Pension Scheme Regulations 1997, those employing bodies which chose to grant added years could only do so under the Discretionary Payments Regulations 1996 now replaced by the Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000. The additional costs are met on a “pay as you go” basis.

If it wishes to do so, an employing body can now meet the cost of added years “upfront” by using augmentation (an employer’s Discretion under the new Pension Regulations). Employers are reminded that the maximum number of added years which can be granted under augmentation is 6 2/3rds. whereas 10 years can be granted under the Discretionary Compensation Regulations.

If an employing body wishes to grant added years to LGPS members whose benefits have been released under Regulation 31, it must use augmentation. 
The costs which fall to be met by augmentation will be those shown under the heading ‘Net Capital Cost’.

The Pensions Sub-Committee has agreed that, as with the cost of paying a pension early, the augmentation costs can also be spread over a period not exceeding 5 years. If an employer wishes to augment a LGPS member’s service, it will need to have the appropriate policy statement in place (Regulations 52 and 143). Subject to this condition being met, an employer must indicate in a covering letter with Form LGPS 15 that augmentation will apply. In addition, unless the instances where augmentation will apply are clearly identifiable from the employer’s published augmentation policy, a copy of the resolution passed in respect of the retiring LGPS member must be enclosed. The employer must also indicate whether the cost is to be met in a single, up-front payment or spread over a period of up to 5 years. 

10.5
Interest

Where an employer elects to spread the cost of an early retirement over a period of years (not exceeding 5), an annuity system of cost recovery will be used. Interest will be charged at the rate of 8%. 

Where any payment is not received by the due date, employers will be charged interest as follows:-

(i) where the amount is to be paid in a single, upfront payment, 2% above base rate from the due date to the date of payment;

(ii) where payment is by annuity, additional interest at 1% above base rate on the outstanding annuity from the due date to the date of payment.

 10.6
Ill-Health Retirements and Compassionate Cases

Although the financing of ill-health retirements will remain substantially the same as now, the Avon Pension Fund will supply the cost of all ill-health retirements on request. The same facility will be available for early retirement on compassionate grounds. This would be for information only.

11 - DEATH OF AN EMPLOYEE

11.1 Death of an Employee

Forms LGPS 15 & 16 must be completed and sent to the Pensions Section as soon as possible together with a letter giving the name of any surviving spouse and / or next of kin. If there are any difficulties in supplying this information please contact the Pensions Section immediately. 

The Pensions Section will communicate with the next of kin and request to see the Death Certificate and, if applicable, copies of the spouse's Birth and Marriage Certificates, and any children's Birth Certificates, that may be required before payment of any pension can be made.

11.2
Death Grant – Regulation 38
A lump sum death grant of two times final pay is payable no matter how long the employee has been a member of the LGPS. For part-time employees, the final pay is not increased to its whole-time equivalent rate. Should 3/80ths of the final pay multiplied by the total membership (as increased by the ill-health enhancement) be greater, this will be paid instead. 

The Avon Pension Fund has the discretion to pay the lump sum death grant to the nominee or any person who appears, at any time, to have been the deceased’s relative or dependant. If any part of the death grant has not been paid by the second anniversary of the member’s death, it must be paid to the member’s Estate. 


Nomination forms are contained in the Information Packs given to all new employees. Forms are also available direct from the Pensions Section. Completed forms should be returned directly to the Pensions Section where a receipt will be sent direct to the member.

The advantage of completing a nomination form is that the death grant is paid quickly without having to wait possibly several months for the deceased’s Estate to be settled.

11.3
Spouse's Pension – Regulations 40 and 41


Only legally married spouses or civil partners are entitled to a pension on the death of a member. 

A short-term pension, at an annual rate equal to final pay, is paid to a widow, widower or civil partner for three months immediately following the death of a member, no matter how long they have been a member of the LGPS. If there are eligible children (any of whom are in the care of your widow, widower or civil partner) this pension is paid for six months. For part-time employees, the final pay is not increased to its whole-time equivalent rate. 

If the member dies in service having accrued three months total membership or if they have brought a transfer value into the LGPS, then the LGPS will also pay a long-term pension to your widow, widower or civil partner, commencing when the short-term pension ends.  

For a widow whose husband had at least three months total membership, the long-term pension is generally half the pension her husband would have received if he had retired early due to ill health on the day he died. Where the husband had less than three months total membership but had transferred pension rights into the LGPS, it will be calculated as one 160th of his final pay for each year of total membership

For a widower, the long-term pension is calculated in the same way. However, only the deceased scheme member’s total membership from 1st April 1972 is used in this calculation, unless the deceased scheme member had opted for membership before this date to count for widower’s pension purposes on payment of additional contributions.

For a civil partner, the long-term pension is calculated in the same way as a widow. However, only the deceased scheme member’s total membership from 6th April 1988 is used in this calculation.
11.4
Children's Pension – Regulations 44 - 46

Pensions will also be payable in respect of all eligible children under the age of 17 years in all cases. Since the age of 17 and over, if the eligible child has been:

a) engaged  continuously in full-time education, or

b) in training for a trade, profession or vocation, or

c) is physically or mentally incapacitated and became so  within (a) or (b) above.

The Local Government Pension Regulations define an “eligible child” to be:-

(a) the deceased’s legitimate or adopted child, or

(b) a child who was wholly or mainly dependent on the deceased at the time of his death or, where the child is born after the member’s death, who would have been so dependent if he had been born before or on the date of the deceased member’s death,

but does not include a child who was born on or after the first anniversary of the date of the deceased’s death.”

Children’s pensions, except in case (c) above, will cease at age 23.

 12 – CALCULATION OF FINAL PAY

Definition of Final Pay

An employee’s final pay will normally be the pensionable earnings of the final year of service ending with the day on which employment ceases. See Example 1. The Regulations provide that the best of the previous two years pay can be substituted for the final year if the final year is not the best. See Example 2.  

Certificate of Protection of Pension Benefits

If the employee has been issued with a Certificate of Protection of Pension Benefits the final pay will be chosen by the employee and can be any one of the last five years ending with the day on which employment ceases or an average of any three consecutive years of the last thirteen ending on the day on which employment ceases.

Enhancements

If the employee is paid enhancements for night or weekend duty the total payments for the enhancements due in the final pay period must be added to the whole-time equivalent pay calculated for the final pay period.

Honorariums

If an employee is paid an honorarium and contributions have been deducted from it in the final year period the honorarium must be apportioned if necessary. See Example 2.

Item of Pay Paid in Arrears

If an employee is paid an item of pay in arrears, for example, additional payment for weekend work or a standby allowance, care has to be taken so that only the payments relative to the period of the final year’s pay are included. See Example 3.

Maternity Leave

If the period of final pay contains a period of maternity leave and the employee has paid contributions during the maternity leave any reduction in remuneration is ignored and the final year’s pay must be calculated as if the employee had been in receipt of full pay. 

Part-time Employee

The final year’s pay for part-time staff should be calculated by reference to the pensionable earnings of an equivalent full-time post.  Please also state the actual part-time pensionable earnings in these cases. See Example 4.

Payment in Lieu

Any payment in lieu of holidays or notice should not be included in the calculation of final pay as contributions are not due on these payments.
Period of No Pay – No Contributions Paid

If the employee had had a period of leave without pay, maternity leave or had been on strike and had not paid any additional contributions to prevent the period being treated as non-pensionable service, the final pay period would be the last 365 days that could be treated as pensionable. See Example 5.

Sickness Absence

If the employee has been sick during the final year the reduction in pay is ignored and the final year’s pay must be calculated as if the employee had not been sick even if there has been a period of no pay due to sick pay running out.  This must include allowance for bonus payments that would have been earned had the employee not been sick.

Example 1

Employee leaves/retires/dies on 6 July 2002 therefore the final year’s pay is the pensionable pay in the period 7 July 2001 to 6 July 2002. Annual Salary from 1 April 2001 was £12,345.00 and £12,750.00 from 1 April 2002. The final years pay is calculated as follows:

7.7.2001 to 31.3.2002 at £12,345.00 pa (1,028.75 per month) = 

8 months + 25/31st x 1,028.75 = 

9,059.64

1.4.2002 to 6.7.2002 at £12,750.00 pa (1,062.50 per month) = 


3 months + 6/31st x 1062.50 = 

  3,393.15



Final Year’s Pay =           £12,452.79



Example 2 with Honorarium                         
Employee leaves/retires/dies as in Example 1. However this time the employee received an honorarium of £1,200 on which contributions were paid in September 2001 for additional work during the period 1 September 2000 to 31 August 2001.

The final year’s pay in Example 1 would need to be increased. The full amount of the honorarium would not be included in the final pay calculation as the payment is for only part of the period included in the calculation. Eg. 7 July 2001 to 31 August 2001, therefore, the final pay figure of £12,452.79 would need to be increased by:

1 month + 25/31st x £100 (1/12th of £1,200) = 

180.65

However, because the majority of the period in respect of the honorarium falls outside of the period used to calculate the final pay it is possible that the preceding year might be the best. The year in question would be 7 July 2000 to 6 July 2001. Salary from 1 April 2000 is £11,985.00 and £12,345.00 from 1 April 2001. Final year’s pay calculated as follows:

7.7.2000 to 31.3.2001 at £11,985.00 pa (998.75 per month) = 

8 months + 25/31st x 998.75 = 

  8,795.44


1.4.2001 to 6.7.2001 at £12,345.00 pa (1,028.75 per month) =


3 months + 6/31st x 1,028.75 = 

  3,285.36


Final Year’s Pay =         £12,080.80

                                


This figure is less than £12,633.44 (12,452.79 + 180.65) but the honorarium has to be included for the period 1 September 2000 to 6 July 2001 calculated as follows:

10 months + 6/31st x £100 = 

  1019.35

Therefore the best final years pay is £13,100.15.

Example 3 – Item of Pay Paid in Arrears

If the employee in Example 1 was paid an additional payment of £50 per month in arrear for being called out when required and during the final year was called out in June, September, October, January, February and April the final year’s pay would be increased by  £250 only. The payment made in respect of June would have been paid in July but would be ignored because it relates to a period outside of the final year.

Example 4 – Part-Time Employee

A part-time officer ceases employment on 30 June 2002.  His contractual hours of employment and salary rates during the last year of service are set out below.

	Period
	Hours
	Part-time Salary
	Full-time 

	
	
	
	
	Salary

	
	
	Annual
	Monthly
	Annual

	
	
	
	
	

	1.7.2001 to 20.9.2001
	*25/37
	5,175.00
	431.25
	7,659

	21.9.2001 to 31.1.2002
	*30/37
	6,448.38
	537.37
	7,953

	1.2.2002 to 31.3.2002
	30/37
	6,594.32
	549.53
	8,133

	1.4.2002 to 30.6.2002
	*25/37
	5,704.05
	475.34
	8,442


Note: * It is important that the Pensions Section is informed of each revision in the contract of employment.

Pensionable Remuneration (Full -Time Equivalent) 1.7.2001 to 30.6.2002

	
	
	£

	
	
	

	1.7.2001 to 20.9.2001
	2 20/30 x 1/12 x £7,659 =
	1,702.00

	21.9.2001 to 31.1.2002
	4 10/30 x 1/12 x £7,953 =
	2,971.92

	1.2.2002 to 31.3.2002
	2  x 1/12 x £8,133 =
	1,355.50

	1.4.2002 to 30.6.2002
	3  x 1/12 x £8,442 =
	2,110.50

	
	TOTAL
	8,039.92


Pensionable Remuneration (Actual Part-time Pay) 1.7.2001 to 30.6.2002

	
	
	£

	
	
	

	1.7.2001 to 20.9.2001
	2 20/30 x £431.25 =
	1,150.00

	21.9.2001 to 31.1.2002
	4 10/30 x £537.37 =
	2,328.60

	1.2.2002 to 31.3.2002
	2  x £549.53 =
	1,099.06

	1.4.2002 to 30.6.2002
	3  x £475.34 =
	1,426.02

	
	TOTAL
	6,003.68


Example 5 – Period of No Pay – No Contributions Paid

If the employee’s no pay period totaled 30 days and was in the month of April 2002. The final pay period would be as follows:

7 June 2001 to 31 March 2002 and 1 May 2002 to 6 July 2002. Final pay being calculated as follows:

9 months + 24/30th x 1,028.75 = 

10,081.75

2 months + 6/31st x 1,062.50 = 

  2,330.65





                          £12,412.40

13 - COUNCILLORS’ PENSIONS

The Local Government Pension Scheme and Discretionary Compensation (Local Authority Members in England) Regulations 2003 [SI 2003/1022] and the Local Authorities (Members’ Allowances) (England) Regulations 2003 [SI 2003/1021]

The above regulations set out the pension provisions that relate to elected members (including mayors
) in England and the role the independent remuneration panel plays in the process of deciding who may be eligible for membership of the scheme. These Regulations do not apply to Parish Council Members.
13.1
Membership of the LGPS

a) the independent remuneration panel is able to make recommendations as to which councillors of an English district council, county council or London borough council (who are under age 75) should be entitled to join the LGPS and whether the basic allowance or special responsibility allowance, or both, should be made pensionable;

b) a council’s scheme of allowances must set out which councillors are to be entitled to join the LGPS and also whether the basic allowance or special responsibility allowance, or both, is to be pensionable. The council will only be able to make membership of the LGPS available to those councillors who are recommended for membership of the LGPS by the independent remuneration panel, but the council can decide not to offer membership to some or all of the recommended councillors;

c) an eligible councillor is entitled to join the Scheme at any age prior to the age of 75 and remain as an active member in the LGPS until the age of 75;

d) where a council’s scheme offers membership of the LGPS to a councillor it will be the responsibility of that councillor  to decide whether or not to elect to join the LGPS;

e) an eligible councillor’s contribution rate will be 6% of pensionable allowances; and the date of entry to the LGPS will be from the 1st of month following the date of councillor’s election.

f) A councillor who joins the LGPS can decide to opt-out (see Section 5).

13.2 Councillors who are members of the LGPS 

are: 

a) entitled to benefits provided they have 3 month’s membership or have attained the normal retirement age for councillors (age 65);

b) entitled to retire voluntarily on or after age 65 and before age 75 (but with an actuarial reduction if the member does not satisfy the 85 year rule at the date of retirement, unless the council agrees to waive the reduction on compassionate grounds);

c) entitled, if the council gives its permission, to receive retirement benefits on or after age 50 and before age 65 (with an actuarial reduction if the 85 year rule is not satisfied, unless the council agrees to waive the reduction on compassionate grounds);

d) entitled to ill health benefits if they cease to be a councillor by reason of being permanently incapable (until age 70) of discharging efficiently the duties of that office because of ill-health or infirmity of mind or body; and

e) covered for spouse’s and children’s benefits, calculated by reference to career average pay rather than final pay;

f) not entitled to the redundancy / efficiency early retirement provisions of the Scheme. 

See Section 6.3 for councillors who leave with less than 3 month’s membership.
13.3
Deferred Benefits

Deferred benefits are awarded when a councillor leaves the LGPS without an immediate entitlement to the payment of benefits with more than 2 years membership. These benefits are payable without reduction from age 65 or from any earlier date on or after age 65 as the councillor elects when he / she would have satisfied the 85 year rule (see Section 9).

Alternatively, the deferred benefits can be paid;

· at an actuarially reduced rate
 on or after age 65 and before age 75 where the member does not satisfy the 85 year rule; or

· if the council gives its permission, at any time on or after age 50 and before age 65 (but with an actuarial reduction
  if the 85 year rule is not satisfied); or

· from any date the person is no longer a councillor and becomes permanently incapable of discharging efficiently his / her former duties as a councillor by reason of ill health or infirmity of mind or body.

13.4 How councillors’ benefits are calculated?

When a councillor leaves the Scheme / retires, his / her pension will be calculated as follows:

Number of years in the LGPS as a councillor    
x     Career average pay




80

The lump sum retirement grant will be three times the amount of the pension.

13.5 Career Average Pay

Career average pay is the total of the pensionable pay received by the councillor during their membership of the LGPS adjusted for rises in the Retail Prices Index for each year or part year ending 31 March. The aggregate of each years revalued pay is then divided by the total membership to arrive at the career average pay.

13.6 What if a person remains a councillor beyond the age of 75?

If a person remains a councillor beyond age 75 he / she will not be able to draw pension benefits until he / she ceases to be a councillor. The benefits will be actuarially increased to compensate for the delay in payment.

13.7 What is due from the LGPS when a councillor dies?

Where a councillor who is contributing to the LGPS dies in service, a death grant of two times career average pay will be payable. If he / she is a deferred pensioner at the date of death, a death grant of three times the deferred pension will be payable and if he/ she dies whilst on pension, a death grant of 5 times the pension less the amount of pension already paid will be payable.

13.8 Service and Transfers

As benefits for a “councillor member” are based on career average pay it has been decided that “councillor members” cannot transfer pension rights into the LGPS from another Scheme or arrangement and cannot transfer “councillor membership” from another LGPS Fund. Similarly, a “councillor member” cannot aggregate any concurrent
 membership (under regulation 32A or 87(4) of the LGPS Regulations 1997). 

A “councillor member” may, however, aggregate any earlier membership as a “councillor member” with a current period of membership as a “councillor member” provided that both the earlier and current periods are with authorities participating in the same Fund. 

If the “councillor member” does not aggregate (or is not able to aggregate) two separate periods of “councillor membership”, the earlier period will not count in the later period towards:

· calculating the amount of benefits;

· calculating the amount of any ill health enhancement;

· the 85 year rule

but will count towards qualifying for benefits.

It should be noted that the authority is not permitted to increase membership (under regulation 53 of the LGPS Regulations 1997) for a new “councillor member” nor is the authority permitted (under regulation 52 of those Regulations) to increase membership for a “councillor member” who leaves aged 50 or over.

13.9 Information and Forms

An Information Sheet including an application form to join the LGPS is available for Councils to hand to councillors. Form LGPS 1(Councillors) forms part of the Information Sheet.

When a councillor ceases to be a member of the LGPS please notify the Pensions Section by completing the relevant forms referred to in this Guide. However, instead of quoting a final year’s pay as calculated in Section 12 please state the total pensionable earnings that the councillor has been paid in the year to date of leaving. 

Contributions paid by councillors must be included in the annual return of employees’ contributions.

13.10
Compensation Provisions

The Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000 i.e. the provisions that permit the award of compensatory added years or a lump sum termination payment of up to 66 weeks pay upon redundancy or efficiency retirement, do not apply to “councillor members” and they have been amended so that the calculation of any payment under the Discretionary Compensation Regulations cannot include any period as a “councillor member”.

The Local Government (Discretionary Payments) Regulations 1996 have also been amended. “Councillor membership” cannot count when calculating gratuities under the Discretionary Payments Regulations. Furthermore, the Injury Allowance provisions of the Discretionary Payments Regulations have been amended so that they do not apply to “councillor members”. 

14 - DETERMINATIONS AND APPEALS

REGULATIONS 97-105

The Local Government (Internal Dispute Resolution Procedure) Regulations 1997 introduced the Internal Dispute Resolution Procedure (as amended from 2004). This procedure applies to all members of the Local Government Pension Scheme and other members such as deferred and pensioner members whose position under the LGPS regulations may be affected by decisions taken by their former employer or the Fund.

The Fund is required to make arrangements for the resolution of disagreements between employers and active, deferred, pensioners and prospective members. An application must be made in writing within 6 months of the original decision or non-decision.

There is a dispute procedure, which consists of an initial formal application at Stage 1 to a ‘Specified  Person’ appointed by the Employing Authority. This person should suitably qualified to deal with an individual’s complaint.

Stage 1


Employers are strongly encouraged to seek advice from the Avon Pension Fund if there is a disagreement with an employee on a pension matter. A simple explanation of a decision or recognition and subsequent correction of a misunderstanding can easily resolve many disagreements. This ensures that only significant disagreements are referred to Stage 1 for decision.

Each employer must specify the name and job title of their the person specified to deal initial complaints under this Stage.

The ‘Specified Person’ must issue their decision on the disagreement within 2 months of receipt of a written complaint. If a decision is not possible within the two months period the “Specified Person” must explain the reasons for the delay.

Stage 2

If the individual or employer is not satisfied with the decision under Stage 1, the matter can be referred the Administering Authority, Bath and North East Somerset for determination at the second stage of the procedure. A complaint must be made in writing, within 6 months of the date of the Stage 1 decision to:





Avon Pension Fund





Floor 3 South





Riverside





Temple Street





Keynsham BS31 1LA

Stage 3
If the dispute is still not settled to the appellant’s satisfaction the dispute can be referred to the Pensions Ombudsman.

Reference will be made to the services offered by the Occupational Pensions Advisory Service (OPAS) and the Pensions Ombudsman’s powers to investigate and determine any complaint or dispute of fact or law.

OPAS is available to assist members and beneficiaries of the LGPS with any difficulties they may have failed to resolve with the Fund Administrators and it may be contacted at:





OPAS





11 Belgrave Road





London





SW1V 1RB

The Pensions Ombudsman may investigate and determine any complaint or dispute of fact or law, in relation to an occupational pension scheme, made or referred to him. The Pensions Ombudsman may be contacted at:





1st Floor





11 Belgrave Road





London





SW1V 1RB

If the Administering Authority disagrees with a decision or non decision by an employing authority it can make an appeal to the Secretary of State.
15 - EMPLOYERS’ DISCRETIONS

15.1
Discretions on which Employers must make Policies
· early payment of pension benefits at the request of a member (Reg. 31)

· augmentation of LGPS membership (Reg. 52)

· the establishment of Shared Cost AVC schemes (Reg. 67)
· to grant a contribution holiday or a reduction in contributions for members who have 40 years Local Government Pension Scheme membership (Reg. 15)

Policies must be publicised to members.


Discretionary powers must:​-

· not be used for an ulterior motive and be exercised reasonably

· be used with regard to all relevant factors e.g. the cost to council tax payers must be balanced against the benefit to the employer

· only be used when there is a real and substantial future benefit to the employer in return for incurring the extra costs

· be duly recorded when used


In drawing up policy statements, employers must satisfy themselves that they are: -

· applying the discretions reasonably

· not fettered i.e. being used in such a way that individual circumstances cannot be considered or usual practice rigidly followed

15.2
Changing Policy Statements

It would be unreasonable to expect an employer’s statement to be “cast in stone”, employment conditions are subject to change and a policy, once regarded as fair and impartial may, over time, come to be seen as outdated and unreasonable. The LGPS rules therefore allow for a revised statement to be issued at least one month in advance of the date that the new policy takes effect.

15.3
Purpose of the Policy Statements

The Fund is required, under the 1997 regulations, to consult with employers on how they exercise the key discretionary powers. They are not required to approve employers’ policy statements, but full disclosure of the information must take place before they can be put into operation. There are variations between employers. The Fund will offer advice and, where necessary, take any appropriate action in cases where an employer’s policy is likely to lead to undue costs to the Fund.

15.4
Other Employer Discretions

Regulation numbers refer to the relevant regulation in the Local Government Pension Scheme Regulations 1997.

Reg 7(9) (a): 
Member who has opted out of the LGPS on more than one occasion can only rejoin with the employer’s consent.

Reg 14(3) (b):
A manual worker who was a member of the LGPS prior to 1 April 1998 and who returns to local government after being outsourced can opt to keep paying the 5% contribution rate (rather than 6%) provided the option is made within 30 days of returning to local government or such longer period as the employer allows.

Reg 18(6)+(7):A scheme member may elect to pay optional contributions to cover a period of absence from duty providing the option is made within 30 days of return to work/cessation of employment or such longer period as the employer allows.


Reg 23(4):
The employer may issue a “Certificate of Protection of Pension Benefits” to protect a scheme member’s pension rights where there has been a reduction in pay or pay restraint beyond the member’s control, without receiving a request to do so by the scheme member.



Reg 34(1)(b):
Where a scheme member would be entitled to a pension or retirement grant under two or more regulations by reason of the same period of scheme membership the employer can choose which benefit is to be paid if the member does not make a choice within 3 months of becoming entitled to elect.



Reg 65(3):
The employer can extend the one month time limit for a member who paid AVCs with a previous scheme employer and who commences employment with the employer within one month a day to elect to continue paying AVCs in their employment.



Reg 66(9)(b):
A scheme member who wishes to elect to convert In House AVCs into a period of scheme membership must do so within 30 days of ceasing to be a member or such longer period as the employer may allow.

Reg 88:
A scheme member who meets the normal criteria for a refund of pension contributions is not entitled to such a refund if he/she ceased employment due to an offence of a fraudulent character or due to grave misconduct unless the employer direct that a total or partial refund may be made.

Reg 89:
The employer may deduct the pension contributions due under the LGPS from a person’s pay.

Reg 92:
Where a scheme member is paid a refund of pension contributions, the employer must pay a Contributions Equivalent Premium to the Inland Revenue. An element of this is recovered from the refund paid to the scheme member. The balance may be recovered from the Fund.

Reg 111:
If a scheme member is convicted of, and ceases employment as a result of, an offence in connection with his/her employment which was gravely injurious to the State or liable to lead to a serious loss of confidence in the public service, the employer can apply to the Office of the Deputy Prime Minister for the issue of a forfeiture certificate. If a certificate is issued the employer may direct that any of the person’s rights be forfeited.



Reg 112:
Where the Secretary of State has issued a forfeiture certificate but the employer has not applied the certificate nor notified the scheme member of an award of benefits under the LGPS the employer may direct that interim payments are made out of the Pension Fund until such time as it decides to apply the forfeiture certificate or to make an award of benefits

Reg 113:
Where a member

(i) ceases employment in consequence of a criminal, negligent or fraudulent act or omission in connection with that employment and 

(ii) has incurred a monetary obligation arising therefrom to the employer and 

(iii) is entitled to pension benefits under the LGPS, the employer may recover the amount of the monetary obligation or the value of the members pension rights, if less. (other than transferred in pension rights) from the Pension Fund and reduce the members benefits accordingly.

Reg 115:
Where 

(i)
a member ceases employment in consequence of an offence involving fraud or due to grave misconduct in connection with that employment, and

(ii) the employer has suffered a direct financial loss resulting therefrom, and 

(iii)
the member is entitled to benefits under the LGPS and a forfeiture certificate has been applied, or the member is entitled to a refund of pension contributions 
the employer may direct that the amount of the direct financial loss (or the refund of contributions, if less) be recovered from the Pension Fund.



Reg 121(8):
If a scheme member wishes to transfer pension rights into the LGPS he/she must opt to do so within 12 months of joining the LGPS or such longer period as the employer may allow.
16 - PAYMENT OF PENSION CONTRIBUTIONS

16.1
Employer’s Contribution Rate

The rate of employer’s contributions is currently assessed every 3 years as part of the triennial valuation of the Pension Fund and is operative one year after the valuation date.  For example, the valuation of the Pension Fund as at 31st March 2004 will result in a revised employer contribution rate with effect from 1st April 2005.  The Pensions Section will notify employers of any change to the employer’s pension contribution rate as soon as the Actuarial Valuation Report is received.

16.2
Payment of employee and employer pension contributions to the Avon Pension Fund

Payment of employee’s and employer’s pension contributions relating to any month are technically due at the Pension Fund on the first day of the following month. However, the Pensions Committee of Bath and North East Somerset Council requires these payments to be made by the 10th of the month following the month in which they were deducted.


Section 49 (8) of the Pensions Act 1995 makes it a legal requirement that contributions deducted in a month must be received by the Pension Fund within 19 days of the end of the month they were deducted. Failure to meet this deadline is a civil offence and the Occupational Pensions Regulations Authority (OPRA) can impose a fine on an employer of up to £50,000.

It is vitally important, therefore, that employers who miss the Pensions Committee deadline of the 10th of the month make these payments no later than the 19th of the month. Employers who persistently do not meet the Pensions Act deadline of the 19th of each month will be reported to OPRA.  

The rules of the Local Government Pension Scheme still require that if these contributions are not paid over within 30 days of the 1st of the month interest will be payable at the rate of 1% above base rate.


The Avon Pension Fund will write to each employer in February of each year with details of the employer’s contribution rate for the forthcoming financial year  together with twelve remittance advices (Form LGPS 50). This may be done by email or other electronic means.

Each time a payment of employee and employer contributions is made the employer must complete the relevant advice (Form LGPS 50). The remittance advice contains the income codes for the contributions paid in by each employer and ensures that the payments are credited to the Avon Pension Fund. 


The remittance advice requires both employee and employer contributions to be shown separately for the contribution rates of 5% and 6% with added years contributions shown as a separate amount. There are also separate boxes for the total pensionable pay of 5% and 6% employees to be shown. This information is important as it enables the Avon Pension Fund to check that both the employees and the employer have paid the correct contributions. 

If payment is made by cheque, the cheque must be made payable to Bath and North East Somerset Council and sent with the completed remittance advice (Form LGPS 50) to:






The Chief Cashier






Bath and North East Somerset Council






Guildhall






Bath BA1 5AW

In order to ensure that contributions are received by the Pension Fund by the 10th day of the end of the month in which they were deducted from pay employers may wish to consider making payment via the Bankers Automated Clearing System (BACS).  The details for payment in this case are:




Account Title
: Bath & North East Somerset Council




Account
: 57134464





Sort code
: 56-00-34



If making payment by BACS please send the completed remittance advice (Form LGPS 50) to the same address that cheques are sent, to arrive before the payment is received.


Alternatively, the Pension Fund Accountant can email you a Form LGPS 50 that can be saved as a template. This can then be completed with the relevant dates and amounts each month and emailed to the Chief Cashier (walter_mclintock@bathnes.gov.uk) and to the Pension Fund Accountant (david_sheath@bathnes.gov.uk) to arrive before the payment is received.


These procedures are to apply to all employers unless other specific arrangements have been agreed between the employer and the Pension Fund. 

16.3
End of Year Report of Payments Made

At the end of each financial year the Fund requires employers to complete Form LGPS 51.

17 - END OF YEAR CONTRIBUTIONS REPORT

At the end of each financial year a listing / file containing the following information for each employee who has been a member of the LGPS during the period 1 April to 31 March must be forwarded to the Pension Section by 19th May (6 weeks from year end).

Per Employee

(i) National Insurance Number


(ii)
Surname


(iii)
Forenames (or initials if forenames are not held)


(iv)
Payroll reference


(v)
Post Number (if used)

(vi)
Total of employee’s basic pension contributions per job* (i.e. where an employee holds two or more separate contracts of employment which are individually pensionable)

(vii)
Total of employee’s additional pension contributions per job*

(viii) Total NI contracted-out earnings per NI table letter D. 

(ix)
Date employee left the LGPS.

Note:  * where it is not possible to show the amount required above per job it is acceptable to report the amounts for the employee in aggregate.

Details of members of the Local Government Pension Scheme are held on a computerised system known as AXIS.  At the end of each financial year details of the contributions paid by each employee are posted to the employee’s pension record.  

This is done manually unless the employer is able to produce the above data in one of the following ways:

a) a file format which is acceptable to the pension computer system. A detailed specification of the format will be provided on request, or

b) a CSV file, or

c) an Excel spreadsheet

18 - ADDITIONAL VOLUNTARY CONTRIBUTIONS (AVC) SCHEME

18.1 Introduction

The Local Government Pension Scheme Regulations require Bath and NE Somerset Council, as the Administering Authority of the Avon Pension Fund, to arrange a facility whereby employees of the LGPS may elect to pay additional voluntary contributions (AVCs).


The primary AVC provider in the case of the Avon Pension Fund is Friends Provident. However, some employees may still pay AVCs to Equitable Life.

The AVC Scheme can be used to increase:



(a)
an individual’s pension on retirement 



(b)
a spouse’s pension following death during retirement 



(c)
life assurance cover for death in service



(d)
a spouse’s pension following death in service.

18.2
Payroll Implications

1.
Only members of the Local Government Pension Scheme (LGPS) can contribute to the AVC Scheme.


2.
Total contributions, including contributions to the LGPS, must not exceed 15% of ‘gross’ pay.  Gross pay is the taxable pay before deduction of pension contributions, charity contributions and AVCs.


3.
Contributions for (a) and (b) above may be either a percentage of ‘gross’ pay or flat rate.  All contributions attract full tax relief at source.


4.
The payroll system must be able to cope with two types of AVC percentage calculations, i.e. the additional percentage calculation and the maximum percentage (15%) calculation.  For example:



4.1
Additional percentage calculation




An employee wishes to pay an additional 2.5% to the AVC Scheme




Basic Pay



£90 (pensionable)




Bonus




£10 (pensionable)




Non-Contractual overtime

£20 (non-pensionable)




Pension Contributions:

£100 x 6%
= £6




AVC Contributions:


£120 x 2.5%
= £3


4.2
Maximum percentage calculation



An employee wishes to pay the maximum contributions possible to the AVC Scheme



Basic Pay



£90 (pensionable)



Bonus




£10 (pensionable)



Non-Contractual overtime

£20 (non-pensionable)



Pension Contributions:

£100 x 6%

  = £6



AVC Contributions:


£120 x 15% = £18 - £6 = £12



5.
A payroll system requires 6 pension contribution / AVC facilities, i.e.



(1)
Basic pension contributions



(2)
Additional pension contributions % (Purchase of pre 1972 service, added years)



(3)
Additional Flat Rate pension contributions (arrears, part-time buy-back)



(4)
AVC fixed %



(5)
AVC Flat Rate 



(6)
AVC maximum %


6.
Pension contributions and AVCs should be shown separately on any pay advice slips.  It might also prove helpful to the employee if the AVCs to increase personal benefits and/or life assurance cover were shown separately on the pay advice slip.


7.
AVCs are paid direct to the AVC provider (not the Avon Pension Fund). Friends Provident the Fund’s current provider will train the employer to upload the information onto to its web-site. 

19 - DISCRETIONARY COMPENSATION, INJURY ALLOWANCES, GRATUITIES

19.1
Discretionary Compensation Regulations - The Local Government (Early Termination of Employment) (Discretionary Compensation) (England and Wales) Regulations 2000


Briefly the above Regulations

A.
provide the power for employers to base redundancy payments on actual pay where this would exceed the weekly pay limit for redundancy payment  purposes as prescribed under the Employment Rights Act 1996.


B.
provide the power for employers to grant “Compensatory Added Years” (CAY) to employees aged 50 or over with 5 or more years membership/notional membership who are made redundant, retired on efficiency grounds or (rarely used) cease to hold a joint appointment.


C.
provide the power for employers to grant a lump sum compensation payment to employees aged 18 or over but under age 65 with at least 2 years qualifying employment who are made redundant or retired on efficiency grounds

19.2
The Local Government ( Discretionary Payments) Regulations 1996 (SI 1996 No. 1680)

Briefly the above Regulations


(i)
require employers to pay an injury allowance to (or in respect of ) an employee who suffers a reduction in pay, or loses his/her job, or dies due to an injury sustained or a disease contracted as a result of anything he/she was required to do in carrying out his/her work.



(ii)
provide the power for employers to award a gratuity in respect of certain periods of non-pensionable local government employment.

The Pensions Section is happy to provide employers with advice on, and interpretation of the above.  

20 - MISCELLANEOUS

20.1
National Insurance

The Local Government Pension Scheme is a contracted-out pension scheme, therefore, any employee joining the Pension Scheme will pay contracted-out rate National Insurance contributions (NI Code D) in accordance with the National Insurance Tables issued by the Inland Revenue in document CA39.

20.2
Employer and Scheme Contracted-Out Numbers

As all members of the Pension Scheme pay contracted-out National Insurance contributions you may be required to quote the following Employer (ECON) and LGPS (SCON) Contracted Out numbers to the Inland Revenue or Contributions Agency on occasions.



ECON    E 3900002 R


SCON    S 2700135 H

20.3
Arrears of Pay / Pension and National Insurance Contributions
Pension contributions and contracted-out National Insurance contributions need not be deducted if the person has already opted for and received a return of contributions.  This information can be obtained from the Pensions Section.  

Pension contributions must be deducted in all other circumstances and paid over (both employee’s and employer’s) in the normal way.

20.4
Training and Talks

Staff of the Pensions Section are available to give talks about the Local Government Pension Scheme to groups of employees or to train staff who are involved in pensions.  If you wish to take advantage of this service please write to the Pension Benefits Manager.

20.5
Certification of Forms

The Pensions Section will require a list of all persons authorised to sign, where necessary, the forms included in Appendix 2. Form LGPS 53 will be issued for this purpose.  Any amendment to the list of authorised persons must be sent to the Pensions Section.

APPENDIX 1


The Pensions Section consists of four teams. These are:-

(a) a Pensions Payroll, Marketing & Administration Team 

(b) a Development & Support Team which deals with the input of starters data, any changes to a members data, refunds of members’ contributions and new developments.

(c) Three Benefits Teams that deal with the 60 plus employers who belong to the Local Government Pension Scheme, as follows:







AVON PENSION FUND - PENSIONS SECTION - TELEPHONE  & EMAIL LIST



(01225)

Email
Pensions Manager
Steve McMillan
395254

steve_mcmillan@bathnes.gov.uk

Pension Benefits Manager

Bob Jeffries


395277 

bob_jeffries@bathnes.gov.uk

Benefits – Team A

Geoff Cleak

Senior Pensions Officer 
395272

geoff_cleak@bathnes.gov.uk

Viki Merrill


Pensions Officer
395269

viki_merrill@bathnes.gov.uk

Sally Brewer
Pensions Officer
395319

sally_brewer @bathnes.gov.uk

Margaret Edwards
Assistant Pensions Officer
395299
 
margaret_edwards@bathnes.gov.uk

Jayne Adams
Assistant Pensions Officer
395198

jayne_adams@bathnes.gov.uk

Benefits – Team B

Simon Holmes
Senior Pensions Officer 
395271
simon_holmes@bathnes.gov.uk

Justin Berry

Pensions Officer
395184
justin_berry@bathnes.gov.uk

Alan Hopton
Assistant Pensions Officer
395276
alan_hopton@bathnes.gov.uk

Mary Berry

Assistant Pensions Officer
395245
mary_berry@bathnes.gov.uk




Assistant Pensions Officer
395391

@bathnes.gov.uk

Benefits – Team C

Carolyn Dunphy
Senior Pensions Officer
395247
carolyn_dunphy@bathnes.gov.uk

Danielle Kelly
Assistant Pensions Officer
395387
danielle_kelly@bathnes.gov.uk

Amanda Darvill
Pensions Officer (Job Share)
395268
amanda_darvill@bathnes.gov.uk

Kim Loader

Pensions Officer (Job Share)
395268
kim_loader@bathnes.gov.uk




Assistant Pensions Officer
395270
@bathnes.gov.uk




Assistant Pensions Officer
395203
@bathnes.gov.uk

Technical & Development Team

Alan South

Technical & Development 






Manager
395283 
alan_south@bathnes.gov.uk
Steve Addicott
Senior Project Officer
395266
steve_addicott@bathnes.gov.uk

Dianne Evans
Senior Project Officer
395267
dianne_evans@bathnes.gov.uk

Claire Moon

Project Officer
395391
claire_moon@bathnes.gov.uk


Matt Williams
Project Officer
395121
matt_williams@bathnes.gov.uk
Payments, Communications & Systems Team

Kay Halliday
Payments, Communications & 




Systems Manager
395131
kay_halliday@bathnes.gov.uk
Zoe Ashman
Team Leader Pension 




Payments & Administration
395132
zoe_ashman@bathnes.gov.uk


Martin Downes
Team Leader , Comms &




Systems
395280
martin_downes@bathnes.gov.uk
Tom Wallen

Payments, Communications & 




Systems Officer
395226
tom_wallen@bathnes.gov.uk

Tim Baldwin

Pensions Administration 




Officer
395262
tim_baldwin@bathnes.gov.uk
Valerie Purnell
Administration Assistant
395275
valerie_purnell@bathnes.gov.uk
Elaine Rowe
Administration Assistant
395275
elaine_rowe@bathnes.gov.uk
Jackie Cham
Administration Assistant
395275
jackie_cham@bathnes.gov.uk
Fund Investments

Tony Worth

Investment Officer
395281
tony_worth@bathnes.gov.uk
Liz Feinstein
Assistant Investments Officer
395306
liz_lienstein@bathnes.gov.uk

Julie Martin

Investments and Custody




Relationships Officer
395242
julie_martin@bathnes.gov.uk

Pension Accounts

David Sheath
Pension Fund Accountant
395259
david_sheath@bathnes.gov.uk

Sally Iles


Pension Fund Accountancy




Assistant
395255
sally_iles@bathnes.gov.uk

APPENDIX 2

FORMS IN USE

LGPS
1
Pension Membership Form

LGPS
1
Councillors Pension Membership Form

(Councillors)

LGPS
2
Details of new Member

LGPS
3
Notification of Changes to Employees Personal Details / Contract

LGPS
4
Election to Opt-Out of LGPS

LGPS
5
Certificate of Protection of Pension Benefits

LGPS
6
Leave of Absence beyond 30 days – Payment of Contributions

LGPS
7
Unpaid Maternity Leave – Payment of Contributions

LGPS
8
Trade Dispute – Payment of Contributions

LGPS 
15
Cessation of Employment / Membership

LGPS
16
Final Pay Calculation

LGPS
17
Medical Certificate of Permanent Ill-health / Current Pensionable Employee

LGPS
18
Medical Certificate of Permanent Ill-health / Person with Deferred Benefits

LGPS
19
Death Grant Nomination Form

LGPS
20
Notice of Retirement from Employee

LGPS 
22
Notice of Death – Spouse’s and Children’s Claim Form 

LGPS
23
Request for an Estimate of Pension Benefits

LGPS 
24
Notice of Election under Regulation 50

LGPS
25
Occupational Pension Declaration

LGPS
26
Termination Payments Declaration

LGPS
50
Contributions Remittance Advice

LGPS
51
End of Year Balance

LGPS
52
Annual Return of Contributions

LGPS
53
Authorised Signatories of Forms

LGPS 
54
Medical Practitioner Certificate

APPENDIX 3

Regulation 4(3)

SCHEME EMPLOYERS
The Commission for Local Administration in England. 

The Commission for Local Administration in Wales.

A county council, a county borough council in Wales, the Common Council, a district council, a London borough council. a residuary body (within the meaning of section 105(1) of the Local Government Act 1985, the Residuary Body for Wales and a joint board, body or committee appointed under any Act or statutory order, or statutory scheme, of which all the constituent authorities are such councils or such bodies or a combination of such councils and bodies.

A fire authority constituted by a combination scheme made under the Fire Services Act 1947(c). A metropolitan county fire and civil defence authority established by section 26 of the Local Government Act 1985 and the London Fire and Emergency Planning Authority established by section 27 of that Act.

A valuation tribunal established tinder Schedule 11 to the Local Government Finance Act 1988(d).

A magistrates’ courts committee other than the Greater London Magistrates’ Courts Authority

A police authority within the meaning of the Police Act 1996.

A National Probation Service local board.

The Chichester Harbour Conservancy.

The Lee Valley Regional Park Authority. 

A passenger transport authority.

The Broads Authority.

A further education corporation.

A higher education corporation.

The London Pensions Fund Authority.

The South Yorkshire Pensions Authority.

The Environment Agency.

A National Park Authority established under Part III of the Environment Act 1995.

An Education Action Forum within the meaning of section 11 of the School Standards and Framework Act 1998. 

The National College for School Leadership.

The Standards Board for England.

A city academy within the meaning of the Education Act 1996.

A body set up by a local authority, in exercise of powers under section 2 of the Local Government Act 2000 as a housing management company to exercise management functions as agent of the local authority under an arrangement approved by the Secretary of State under section 27 of the Housing Act 1985.

APPENDIX 4

RECORDING AN EMPLOYEE’S PENSIONABLE SERVICE

WHOLE-TIME, PART-TIME, VARIABLE TIME & CASUAL EMPLOYEES

Whole-time Employees

It should be noted that it is possible for the employer to decide that a post is full-time even if the employee is paid a proportion of a scale point. e.g. an employee employed in a school with contractual hours of 32.5 could be designated as full-time even if they are paid a salary which is based on 32.5 / 37ths of a scale point. The reason for this would be that the employer considers that the employee is working the maximum number of hours that can be worked in that post.

Part-time Employees

If an employee is designated as a part-time employee, membership in the Pension Scheme is apportioned. e.g. an employee who is designated as part-time and works half time, each year of employment would be recorded as 6 months membership.

If an employee works 37 hours per week but is paid using a factor (ie the employee is paid for less than 52 weeks a year) that employee should be designated as a part-time employee as the factor would be used to reduce the period of membership. 

If an employee has no set number of contractual hours but is paid for the number of hours worked. e.g. a home care assistant whose paid hours is dependent on the number of clients they have would be part-time. In this case the employer must advise the Pensions Section of the total number of hours worked in each financial year and what is considered to be the full-time hours. If such an employee worked a total of 900 hours and the full-time hours were 37 the apportionment for a year would be 900/1929 (37 x 52) which equals 0.4665. Therefore the employees service for a year would be 1 year x 0.4665 which equals 170 days (365 x 0.4665).

Variable-Time Employees

A variable-time employee is an employee whose pay is calculated by reference to his/her duties (rather than necessarily by reference to the number of hours worked, or whose duties only have to be performed on an occasional basis. e.g. Clerk to School Governors.

Casual Employees

A casual employee has to make a positive option to join the Pension Scheme. Casual is not defined in the Regulations but could be taken to mean employment of an irregular nature circumstanced by chance and with a day-to-day element about it.


If a casual employee decides to join the Pension Scheme the employer must advise the Pensions Section of the dates of employment and the hours worked by the casual employee.


APPENDIX 5

DATA REQUIREMENTS FOR BEST VALUE CONTRACTS

For each employee in the Local Government Pension Scheme, the following information is required from the employer. If an employee has multiple contracts then the data required must be shown separately for each contract.

· Name and NI number 

· Date of birth

· Current rate of employee’s contribution

· Pensionable pay (Pensionable pay for part timers must be the whole time equivalent)

· Proportion of whole time hours worked (for part-timers)

In addition, the following information is required

· Commencement date of best value contract

· Length of contract

<!--mstheme-->
APPENDIX 6

LOCAL GOVERNMENT PENSION SCHEME

Flow Charts for new employees and leavers

LOCAL GOVERNMENT PENSION SCHEMEPRIVATE 

NEW EMPLOYEES OR OPTANTS IN

	PRIVATE 

	
	No
	Aged under 65 years of age
	
	
	

	
	
	
	
	
	
	

	Non-Pensionable

No Action
	
	Yes
	
	
	
	

	
	Casual appointment
	Yes
	Advise casual employee of their right to join the pension scheme.  If the employee wishes to join send Pension Starter Pack.

If Pension Membership Form returned, verify Date of Birth and send Form to Pensions Section together with Form LGPS 2

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	No
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	
	
	
	

	Employee will pay 5% of pensionable earnings as a contribution.
	Yes
	Is the employee an ex-employee who was paying 5% before the service was outsourced or an optant-in who has been in continuous employment since before 1 April 1998 and could have paid 5% ie a manual worker
	No


	Employee will pay 6% of pensionable earnings as a contribution.

	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	Send Pension Starter Pack to the employee.

If a new employee entry to the Pension scheme is automatic.

Make sure Pension Membership Form is returned.  Verify Date of Birth and send Form to Pensions Section together with Form LGPS 2.

If the employee wishes to opt-out, ensure that the employee completes Form LGPS 4. A copy of this form is in the Pension Starter Pack.


	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	


LOCAL GOVERNMENT PENSION SCHEME  - PENSIONABLE EMPLOYEES LEAVING EMPLOYMENT / OPTING-OUT

	PRIVATE 

	
	
	
	
	Reason for Leaving or Dismissal
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Resignation / Dismissal / Opting-out with more than 3 months membership
	
	Death
	
	Ill-health Retirement
	
	Retirement age 60-65 or early release by employer under Regulation 31
	
	Redundancy / Efficiency

of the Service +

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Complete Forms LGPS 15 & 16 and send them to the Pensions Section


	
	
	
	
	Under 2 years in Scheme
	
	Over 2 years in Scheme or less than 2 years but has transferred previous pension rights (This does not apply to transfers within the LGPS)
	
	Over 2 years in Scheme or less than 2 years but has transferred previous pension rights (This does not apply to transfers within the LGPS)
	
	Under 2 years in Scheme
	
	Under 2 years in Scheme
	
	Over 2 years in Scheme or less than 2 years but has transferred previous pension rights (This does not apply to transfers within the  LGPS)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Over Age 50
	
	Under Age 50

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Issue "Pensioners Guide" and Form LGPS 20 to employee.  Ensure Form is returned to you and forward it to the Pensions Section together with Forms LGPS 15 & 16 including Form LGPS 17 if ill health retirement.  If added years are being awarded in the case of a Redundancy or Efficiency retirement. Forms LGPS 24 & 25 must be completed by the employee and Form LGPS 26 by the employer. 
	
	Complete Forms LGPS 15 & 16 and send them to the Pensions Section



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Complete Forms LGPS 15 & 16 and forward them to the Pensions Section
	
	Complete Form LGPS 15 & 16 and forward them to the Pensions Section with a copy of Form LGPS 17
	
	
	
	
	


APPENDIX 7

Local Government Pension Scheme

Cost of Early Retirement
Member Details

Name: 
A N Example




NI Num AA123456A

Date of Birth: 10/06/1951

Date of Leaving: 30/09/2002

Sex:
F

Reason for Leaving:
16

Age Next Birthday: 52/000 (may have been increased by 4 for ill-health)

Age Attained: 
51/113

Capital Cost

Pension

ERRF



AMPF





12042.86 
*
0.329640

*
16.94 

=
67248.55

Lump Sum 

ERRF / 2


+ 36128.59 
*
0.329640 / 2 




=
 5954.71

(A)                 73203.26

=======

Benefit Reduction Saving

Pension

GARF - Pension

AMPF





12042.86 
*
(1 – 1.000000)
*
16.94 

=
 0.00

Lump Sum 

GARF – Lump Sum


36128.59 
*
(1 – 1.000000) 



=
 0.00

(B)                 
 0.00

  ====

Net Capital Cost

(A)
73203.26 -
(B)
0.00



(C)
=
73203.26












=======

Additional Cost Calculation - CAY

Added Pension
AMPF

2365.29
*
16.94





=
40068.01

Added pension / 2
ASPF

1182.65
*
0.82





=
   969.77

Added Years Lump Sum





=
 7095.86








(D)
=        48133.64










              =======
Total Cost











        _________

(C)
73203.26 +
(D)
48133.64

=
121336.90




                     




        ========
APPENDIX 8

SUGGESTED STATEMENT ON THE PENSION SCHEME TO BE INCLUDED IN INDIVIDUAL LETTERS OF APPOINTMENT FOR EMPLOYEES

Newly appointed employee (other than casual)

Pension Scheme

Bath and North East Somerset Council administers, the Local Government Pension Scheme, on behalf of this 
* employees. Subject to an upper age limit of 65 you will automatically become a member of the Scheme unless you opt not to be. A Starter Pack about the Scheme, with forms which you must complete and return is enclosed. For the purpose of the Pension Scheme you are classified as a whole-time / part-time *** employee.

Newly appointed casual employee

Pension Scheme

Bath and North East Somerset Council administers, the Local Government Pension Scheme, on behalf of this 
* employees. Casual employment is not automatically pensionable. However, subject to an upper age limit of 65 you can opt to become a member of the Scheme. A Starter Pack about the Scheme, with forms for you to complete and return are available from xx. For the purpose of the Pension Scheme you are classified as a whole-time / part-time *** employee.

Existing employees for whom this letter of appointment results from a change in post / job or a change in their contractual hours or contractual weeks of employment etc.

Pension Scheme

Bath and North East Somerset Council administers, the Local Government Pension Scheme, on behalf of this 
* employees. If you currently contribute to the Scheme, membership will continue. If you do not currently contribute to the Scheme you can opt to become a member of the Scheme. A Starter Pack about the Scheme, with forms for you to complete and return are available from 
xx. For the purpose of the Pension Scheme you are classified as a whole-time / part-time *** employee.

Notes for employers:

1 The Pension Scheme rules do not define the meaning of “casual”. However it is deemed to mean an employee who has no contractual hours of employment and who is called upon to work on an as and when required basis. The Employer has no obligation to offer work to such employees nor is the employee under an obligation to make him/herself available for work.

2.
* Please insert appropriate wording, e.g. “authority’s” or “College’s”, or “School’s”, etc.

3. xx  Please insert appropriate address.

4.
*** Delete that which does not apply. Whole time means whole time under the employee’s conditions of service or locally agreed full time hours. Part time eemployees, casual employees, and employees contracted to work less than 52 weeks per year (e.g. 44 weeks per year - term time only), should be defined as part time.

APPENDIX 9

Specimen
Subject

Letter

A
Enclosing opting-out form for employee

B
Notification to the Pensions Section of the issue of a certificate of protection of pension benefits

C
Notification to employee who is granted leave of absence which extends beyond 30 days

D
Notification to employee who has returned from a period of absence but for which the employee did not elect to pay pension contributions

E
Notification to the Pensions Section of a break in reckonable service due to leave of absence/maternity leave

F
Notification to employee who is granted maternity leave

G
Notification to employee who has been absent without authorisation

H
Notification to the Pensions Section of a break in reckonable service due to unauthorised absence

I
Notification to employee who has been absent due to a trade dispute

J
Notification to employee who has not elected to make a payment in respect of period of absence due to a trade dispute

Specimen Letter A
Dear

Local Government Pension Scheme Regulations 1997(As amended)
I refer to your recent request to cease membership of the Local Government Pension Scheme.  In order that I may comply with your wish, it is necessary for you to complete and return to me the enclosed option form.

Please remember that opting out of the Scheme is an important financial decision with long term consequences.  If you wish to receive further information before completing the enclosed form, please write to the Avon Pension Fund, PO Box 9, Riverside, Temple Street, Keynsham, Bristol BS31 1FX.

Yours sincerely,

Specimen Letter B

Dear

The Local Government Pension Scheme Regulations 1997 (As amended)

I write to notify you of the issue of a Certificate of Protection of Pension Benefits in respect of the following employee:

NAME ....................................................................................  Mr/Mrs/Miss*

NATIONAL INSURANCE NUMBER ......................................

I enclose a copy of the certificate which I have issued to the employee and confirm that I have created and will maintain for a period of up to 13 years, a record from which I can calculate at any given time, the employee’s pensionable remuneration over any one year or 3 year period within the 13 years ending at that given time.

Yours sincerely,


Specimen Letter C
Dear

The Local Government Pension Scheme Regulations 1997 (As amended)
I write with regard to the period of unpaid leave of absence which has been granted to you from

to

.  For the first 30 days of your absence you are required by the above Regulations to pay pension contributions on the remuneration you would have received but for your absence.

It is left to your discretion as to whether or not you will pay contributions in respect of the remainder of your period of absence.  If you decide to make payment, the contributions will be based upon the remuneration you would have received but for your absence.  If you decide not to make payment, the period of your absence beyond the first 30 days will not count in any way for pension purposes.

A decision to pay contributions must be made not later than 30 days after your return to duty.   You may, however, wish to notify me of your decision as soon as possible so that arrangements can be made for the payment of contributions if this is necessary, and I therefore enclose an option form for your completion and return. If you wish to receive further information before making your decision please let me know.

Yours sincerely,

Enc.

Specimen Letter D

Dear

Local Government Pension Scheme Regulations 1997 (As amended) 
I write further to my letter dated 
concerning your period of leave of absence/maternity leave/adoption leave* from 
 
to 

.  As you did not elect to pay pension contributions in respect of your period of unpaid leave of absence beyond the first 30 days /unpaid maternity leave/adoption leave*, the period from 
 
to
will not count in any way for pension purposes.

A copy of this letter will be forwarded to the Avon Pension Fund. The Pensions Section will in due course formally advise you of the break in your pensionable service and will draw to your attention the normal appeals provisions if you are dissatisfied with the decision.

Yours sincerely,

* Delete as appropriate


Specimen Letter E

Dear 

The Local Government Pension Scheme Regulations 1997 (As amended) – Break in Pensionable Service
In accordance with the above regulations, I write to notify you of a break in the pensionable service of the following employee.

NAME ....................................................................  

NATIONAL INSURANCE NUMBER  ............................................

PERIOD OF UNPAID LEAVE OF ABSENCE BEYOND 30 DAYS / UNPAID MATERNITY LEAVE / ADOPTION LEAVE* FOR WHICH CONTRIBUTIONS WERE NOT PAID


FROM
............................................................


TO  
............................................................

I enclose a copy of the written notification which I have forwarded to the employee.

Yours sincerely,

Enc.




Specimen Letter F

Dear 

The Local Government Pension Scheme Regulations 1997 (As amended) – Maternity/Adoption Leave

I write with regard to the period of maternity/adoption leave granted to you.  You are required by the above regulations to pay pensions contributions on any maternity/adoption pay you receive or not in the first 26 weeks of your leave.

It is left to your discretion as to whether or not you will pay contributions in respect of the balance of the period of your unpaid maternity leave.  If you wish to pay, the contributions will be based upon the remuneration you were entitled to receive on the last day of your paid maternity leave.  If you decide not to make payment, the period of your unpaid maternity leave will not count in any way for pension purposes.

A decision to pay contributions must be made not later than 30 days after your return to duty or, if you do not return, your cessation of employment.  You may, however, wish to notify me of your decision as soon as possible so that arrangements can be made for the payment of contributions if this is necessary, and I therefore enclose an option form for your completion and return.  If you wish to receive further information before making your decision please let me know.

Yours sincerely,


Specimen Letter G

Dear 

Local Government Pension Scheme Regulations 1997 (As amended) – Unauthorised Absence
I write with regard to your recent unauthorised absence from duty on 

/ from 

 to 

*

You have not paid pension contributions on this period of absence and therefore the day/period* will not count in any way for pension purposes.  There are no provisions in the above Regulations to allow you to pay pension contributions in respect of this period of absence.

A copy of this letter will be forwarded to the Avon Pension Fund. The Pensions Section will in due course formally advise you of the break in your pensionable service and will draw to your attention the normal appeals provisions if you are dissatisfied with the decision.

Yours sincerely,

* Delete as appropriate


Specimen Letter H

Dear

The Local Government Pension Scheme Regulations 1997 (As amended) – Break in Pensionable Service
In accordance with the above regulations, I write to notify you of a break in the pensionable service of the following employee.

NAME  ...............................................................................  Mr/Mrs/Miss*

NATIONAL INSURANCE NUMBER  .................................

PERIOD OF ABSENCE FOR WHICH NO CONTRIBUTIONS WERE PAID:

FROM  ...........................................  TO  ...............................................

I enclose a copy of the written notification which I have forwarded to the employee.

Yours sincerely,

Enc.


Specimen Letter I

Dear

The Local Government Pension Scheme Regulations 1997 (As amended)
I write with regard to your recent absence from duty due to a trade dispute from ............................... to ...............................*

You have not paid pension contributions on this period of absence and therefore the day/period* will not count in any way for pension purposes unless you elect to make a special payment.

The above regulations provide that you can elect within 30 days of ...................................... to make a payment which is the equivalent of 16% of the remuneration which you would have received but for the absence.  If this payment is made the period of absence will count as pensionable service.  I therefore enclose an option form for your completion and return.  If however you wish to receive further information regarding the cost before making your decision please let me know.

Yours sincerely,

Enc.

* Delete as appropriate


Specimen Letter J

Dear

Local Government Pension Scheme Regulations 1997 (As amended)

I write further to my letter dated ................................... concerning your period of leave of absence due to a trade dispute.  As you did not elect to make a payment, described in my earlier letter, within the prescribed time limit the day/period* will not count in any way for pension purposes.

A copy of this letter will be forwarded to the Avon Pension Fund. The Pensions Section will in due course formally advise you of the break in your pensionable service and will draw to you attention the normal appeals provisions if you are dissatisfied with the decision.

Yours sincerely,

* Delete as appropriate

APPENDIX 10

LOCAL GOVERNMENT PENSION SCHEME REGULATIONS

1997
SI No
1612 The Local Government Pension Scheme Regulations 1997

1997
SI No 
1613 The Local Government Pension Scheme (Transitional Provisions) Regulations 1997

1998
SI No
1238 The Local Government Pension Scheme (Amendment)

Regulations 1998

1998
SI No
2118 The Local Government Pension Scheme (Transitional Provisions etc) (Amendment) Regulations 1998

1999
SI No
1212 The Local Government Pension Scheme (Miscellaneous Provisions) Regulations 1999

1999
SI No
3438 The Local Government Pension Scheme (Amendments etc) Regulations 1999

2000
SI No
1005 The Local Government Pension Scheme (Amendment) Regulations 2000 (Guidance Note issued by Department of the Environment, Transport and the Regions – February 2000)

2000 
SI No
3025 The Local Government Pension Scheme (Pension Sharing on Divorce) Regulations 2000

2001 
SI No
  770 The Local Government Pension Scheme (Miscellaneous) Regulations


 2001 

2001    SI No    1481The Local Government Pension Scheme (Amendment) Regulations     2001 

2001    SI No    2866The Local Government Pension Scheme (Her Majesty’s Chief              Inspector of Schools in England) (Transfers) Regulations 2001

2001    SI No    3401
The Local Government Pension Scheme (Amendment No 2)               Regulations 2001

2002    SI No     206
The Local Government Pension Scheme (Amendment) Regulations 2002 

2002    SI No    819
The Local Government Pension Scheme (Miscellaneous) Regulations 2002

2003    SI No  1022 The Local Government Pension Scheme and Discretionary Compensation (Local Authority Members in England) Regulations 2003 

June 2003

Notes and instructions for employers whose


employees are eligible to be members of the


Local Government Pension Scheme. These instructions give advice on admissions and terminations from the Pension Scheme and related matters.
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LOCAL GOVERNMENT PENSION SCHEME





Team C


Bath Spa University College


Beechen Cliff School


Bradley Stoke Town Council


Children’s Playlink


City of Bath College


City of Bristol College


Dodington Parish Council


Filton College


Filton Town Council


Frampton Cotterell Parish Council


Holbourne Museum


National Care Standards Commission


Norton Radstock College 


Oldfield School


Patchway Town Council


St Brendan’s College


SITA Holdings UK Ltd. 


Soundwell College


South Gloucestershire Council 


South Gloucestershire Leisure


Southern Brooks Community Partnership


STA Travel


Stoke Gifford Parish Council 


Thornbury Town Council


St Brendan’s College


University of Bath


University of the West of England


Weston College














NOTHING IN THIS MANUAL CAN OVERRIDE THE LOCAL GOVERNMENT PENSION SCHEME REGULATIONS 1997, AS AMENDED. ALL RIGHTS AND ENTITLEMENTS TO BENEFITS SHOULD BE DETERMINED BY REFERENCE TO THE RELEVANT ACTS AND REGULATIONS
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Contacting the Avon Pension Fund








Team B (Continued)


The Brandon Trust


West Mendip Internal Drainage Board


Weston-super-Mare Town Council	


Whitchurch Parish Council


Woodspring Association for Blind People


Yate Town Council








Team A


Ashley House Hostel


Assessment & Qualifications Alliance


Avon Fire Brigade


Brislington Neighbourhood Centre


Bristol City Council


Bristol Conference & Tourism Bureau


Bristol Council for Racial Equality


Bristol Education Action Zone


Centre for Deaf People


Clifton Suspension Bridge Trust


Community Action


South West Museums Council














Team B


Backwell Parish Council


Bath & NE Somerset Council 


Bath & NE Somerset Racial Equality Council


Connexions Gloucestershire Ltd.


Connexions West of England


Care & Repair Ltd – Bath & NE Somerset


Charter Trustees of the City of Bath


Keynsham Town Council


Long Ashton Parish Council 


Nailsea Town Council	


North Somerset Council


North Somerset Housing Trust


Norton Radstock Town Council


Off the Record (Bath & NE Somerset)


Paulton Parish Council


Peasedown St John Parish Council


Portishead & North Weston Town Council


Saltford Parish Council


SHAW North Somerset Care Ltd


Somer Community Housing Trust


Somer Housing Group











All the Teams can be contacted by phone as per the listing on the next page.


                		








All correspondence should be addressed to: - Avon Pension Fund, PO Box 9, Floor 3 South, Riverside, Temple Street, Keynsham, Bristol BS31 1FX








Fax 01225 395258		Email: avon_pension@bathnes.gov.uk


				


Please quote your employees National Insurance number and your employer’s name when calling or corresponding.
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� By virtue of section 18(6) of the Local Government and Housing Act 1989 and regulation 2 of the Local Authorities (Elected Mayor and Mayor’s Assistant) (England) Regulations 2002 [SI 2002/975] an elected mayor is to be treated as a councillor of an authority.


� Unless the council agrees to waive the reduction on compassionate grounds


� Unless the council agrees to waive the reduction on compassionate grounds


� For example, where a person is concurrently a councillor for two councils, is in the LGPS in each, and ceases to be a councillor for one council but not for the other, he / she is not able to aggregate the periods of membership.  
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